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PROCEEDI NGS
SEPTEMBER 14, 2011 10:11 A M

M5. KOROSEC. All right, good norning everyone.
| m Suzanne Korosec, | nmanage the Energy Conm ssion’s
| nt egrated Energy Policy Report Unit.

And wel conme to today’ s workshop on the Draft
Renewabl e Status and |ssues Report.

Thi s workshop’s bei ng conducted by the
| ntegrated Energy Policy Report Commttee.

Just a coupl e of housekeeping itens before we
get started, restroons are out in the atrium through
t he doubl e doors and to your left.

There’s a snack roomon the second floor, at the
top of the stairs, in the atrium under the white
awni ng.

And if there’s an energency and we need to
evacuate the building, please follow the staff out the
door, to the park that’s across the street and wait
there until we're told that it’s safe to return

Today’ s wor kshop’ s bei ng broadcast through our
WebEx conferencing system and parties do need to be
aware that you are being recorded. W’II|l make an audio
recordi ng avail able on our website in a couple of days
and we plan to post a witten transcript within about a

week.
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W' |l start today’s agenda with an overvi ew of
the report, after which we’ll take comments from our
Panel speakers.

| do need to note that M. Adler and M.

Wl lianms had personal issues that came up and are unable
to join us today.

W plan to take a lunch break around noon and
al so have a short break in the afternoon.

After our Panelists have provided coment, we’ ||
open it up for nore general public comrent.

During the public coment period we'll take
comments first fromthose of you who are here in the
room And we ask that you cone up to the center podi um
and use the m crophone there, so we can nake sure the
WebEx participants can hear you and that your conments
are captured in the transcript.

And it’s also helpful if you can give our court
reporter a copy of your business card after you speak,
so that he can make sure that your information is
correct.

For WebEx participants, you can use either the
chat or the raised hand functions to | et our coordinator
know t hat you have a question or coment, and we’l|l
either relay your question or open your line at the

appropriate tine.
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We're al so accepting witten comments on today’s
topics, until close of business on October 5'"

And the notice for today s workshop, which is
avail able on the table out in the foyer, and al so on our
website, gives instructions on howto submt coments
for the | EPR Docket.

So with that | will turn it over to our
Comm ssi oners for opening remarks.

CHAI RPERSON WEI SENM LLER:  Good norning. The
first thing l’d like to dois | would like to wel cone
our two 2010 Western State Petrol eum Associ ati on Pol anco
Energy Fellows. Elizabeth and Johnny, could you pl ease
stand up? Please. Thank you.

For background --

( Appl ause)

CHAI RPERSON WEI SENM LLER:  Yes, thank you.

The Pol anco Fell owship is naned in honor of
former California State Senator Richard G Pol anco, a
founder and chair of the California Latino Caucus
I nstitute.

The Pol anco Fel | owshi p Program provi des
| eadership training and devel opnent for a select group
of college graduates. Considered one of the premer
public policy fellowships in the nation, the Pol anco

Fel lowship is a year-long placenent, with four-nonth
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pl acenents in a major State agency and ei ght-nonth
pl acenents in a Capitol office of a State Legi sl ator.

So, we're privileged to have these two Fel |l ows
work with us over the next four nonths. Wl cone.
Thanks agai n.

In terns of providing sone context on the | EPR
t oday, welcone. W’ve put out, | think, what is a
fellow neaty report. As many of you who have been
follow ng the process know, we started with a series of
wor kshops in the spring an devel oped a record on
renewabl es.

W tried to develop a pretty conprehensive
record and now pull that into a report. Cbviously, the
report at this point is a draft and we see it as sort of
a starting point.

As we go forward fromtoday we want to get your
feedback on it. Again, we're |ooking particularly at
trying to frame what’'s the status of renewabl es, both
the utility scale and DG in the State, what are the
i ssues there. And, obviously, as we go forward we w ||
try to put this nore in context, but the first step is
to make sure we’ ve captured well what the status and
i ssues are.

And as we go forward we’'re going to work nore on

trying to then frame the next step, which will be the
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action itens that we’'ll take on those, but our first
step is to make sure that we have a pretty good, solid
record on status and issues.

As we march through the fall we’'re going to
focus nore on comng up with an understandi ng of what
the major action steps should be. And then as we go
into next year, into the next IEPR which will be
chaired by ny associate, Carla Peterman, we'll | ook much
nore at taking the next step on trying to integrate al
this much nore into a strategic plan.

So, anyway, we’'re sort of taking -- this has
been a several -nonth journey, we're taking a step now to
give you a read out on our thinking. And as we get your
f eedback we’'re going to continue on this journey to the
| ong-term goal of mapping out the State’'s future in the
area of renewabl es.

So, with that, Karen?

COW SSI ONER DOUGLAS: Good norning. |1'd Iike
to join Chairman Weisenm Iler in welcomng all of you to
t he Energy Comnm ssion today.

We're | ooking forward to hearing your coments
on this first staff report on renewable energy. It’'s a
pretty conprehensive report, as those of you have pl owed
through it no doubt know. There’'s a lot of information

there, there’s a | ot of background there.
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And fromthat we'd Iike to work with you goi ng
forward to really prioritize and hel p define next steps,
and i nportant next steps for California to neet our
renewabl e energy goal s.

So, we'll look forward to hearing fromyou and
we'll ook forward to continuing this process.

COW SSI ONER PETERVAN:  Good norni ng, everyone,
great to see you all here. W’ve got a lively, active
group already, so |l ooking forward to the discussion
t oday, and then the discussions we’'ll have on this topic
in the nonths going forward.

| think the Chairman summarized well where we
are with this plan.

Thank you in advance to all the staff for their
hard work on this, as well as to the IEPR Conmi ttee
Chair Weisenm |l er and Conm ssi oner Dougl as.

| look forward to continuing to build upon this
work product in the next few nonths. And with that, if
the Chair will make sone tinme to introduce everyone el se
on the dais?

CHAlI RPERSON WEI SENM LLER:  Yes. Colette? No,
you want to go forward? W have a representative here
fromthe PUC.

M5. KERSTEN. |’ m Col ette Kersten, Energy

Advi sor to Conmi ssi oner Sandoval .
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12
| applaud the anbitious undertaking to cover the
wi de range of issues in this report, you know, ranging
fromdistribution, the grid, transm ssion planni ng and
permtting, R&D, and |eadership, and a whol e host of

other issues. And | think it’s encouraging that all the

synergi es anong those areas will be identified and that
cooperation anong local, State, Federal entities will be
defined at sonme point in the future that will help us

nove forward.

So, thanks for the opportunity to be here, thank
you.

COMM SSI ONER PETERVAN:  And to ny left, not the
| ast, but not the |east, ny advisor, Saul Gonez.

CHAI RPERSON WEI SENM LLER:  And to the far right
my advisor, Eileen Allen.

M5. KOROSEC: All right. To get alittle nore
context, the Energy Commission’s required to prepare an
| ntegrated Energy Policy Report every two years that
i ncl udes assessnents of energy supply, demand, price,
transm ssion and distribution, and provides
recommendati ons for energy policies to ensure reliable,
af fordabl e, and environnental |y beni gn sources of energy
for California s citizens.

This year a critical elenment of the IEPR is

Governor Brown’s C ean Energy Jobs Plan. 1In that
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docunent the Governor directed the Energy Comm ssion to
prepare a renewabl e plan to expedite permtting of the
hi ghest priority transm ssion and generation projects.

In the Scoping Order for the 2011 I EPR, the | EPR
Commttee identified a strategic plan for renewabl e
energy devel opnent as one of the subsidiary vol unes that
will formthe basis for policy recomendations that wll
be in the 2011 I EPR, and that such a plan should di scuss
renewabl e potential, technol ogies |ike storage, demand
response, and smart grid, strategies to devel op 8, 000
megawatts of utility-scale renewabl es and 12, 000
megawatts of DG renewabl es, what the priority
transm ssion needs are, particularly transm ssion needed
to interconnect projects receiving federal stinmulus
funding, strategies to inprove the permtting process
and opportunities for renewabl es on State properties.

As the Chair nentioned, the report we're
di scussing today is intended to be the foundation for
that strategic plan and to get consensus from
st akehol ders on the current status and issues.

So, about our renewabl e energy goals; the RPS
currently requires renewable electricity to equal an
average of 20 percent of the total electricity sold to
retail custonmers by -- during the conpliance period that

ends Decenber of 2013, 25 percent by Decenber of 2016,
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and 33 percent by Decenber of 2020.

To support these RPS targets, the Governor’s
Cl ean Energy Jobs Plan calls for adding 20,000 negawatts
of renewabl e capacity by 2020, broken down into the
8,000 negawatts of utility scale and 12,000 negawatts of
DG

Based on the Energy Conmission’s total system
power data, in 2010 renewabl e generation represented
nearly 16 percent of statew de retail sales. This
indicates the State appears to be on track to neet the
2013 RPS target. In-state generation represented about
75 percent of the total renewable generation in 2010,
whi ch canme from about 9,000 negawatts of existing
renewabl e generating capacity.

As of 2010, State and |ocal entities had
permtted nore than 9,000 negawatts of renewabl e
capacity and as of June of this there was nore than
3,000 negawatts of installed DG capacity.

For the 33 percent by 2020 target, the Energy
Commi ssion staff estimates that we’ ||l need renewabl e
generation in the range of 35,000 to 47,000 gi gawatt
hours, in addition to generation that woul d be expected
fromexisting facilities.

Uility contracts that have been signed to date,

for both 1QUs and publicly-owned utilities, are expected
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to deliver enough energy to reach the upper bound of
this range of generation to neet the RPS in 2020.

This figure shows the anount of renewabl e energy
expected from|I QU and PQU contracts, that’s the yell ow
dotted line, with RPS goals for 2013, 2016, and 2020
shown in the dark blue dotted |ine.

However, if we continue to see the 30 percent
contract failure rate that we’ ve seen since the
begi nni ng of the RPS program the anount of generation
that’s ultimately delivered could be rmuch | ower, and
this is illustrated by the light blue dotted Iine, which
is just below the | ower bound of the estimated range
t hat’ s needed for 2020.

So, Energy Comm ssion staff believe that it
woul d be prudent for utilities to contract for
generation in the range of nore of 50,000 to 67,000
gi gawatt hours to account for potential contract
failure, and al so account for sone uncertainty about
whet her existing facilities will continue to operate and
be under contract in 2020.

To provide a starting point for neasuring
progress towards the Governor’s 20,000 negawatt goal,
the draft report identifies some prelimnary regional
targets for both the 8,000 nmegawatt and 12, 000 nmegawatt

goal s.
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For the 12,000 negawatt target, Energy
Comm ssion staff devel oped regional targets for
| ocal i zed generation, which we’'re defining as renewabl e
DG projects, 20 negawatts and smaller, that are
interconnected to the distribution or transm ssion grid.

The anal ysis was technol ogy neutral and incl uded
sol ar, biomass, geothermal, w nd, fuel cells using
renewabl e fuels, and small hydro power.

This tabl e shows the proposed regi onal DG
targets based on a m x of behind-the-neter, whol esal e,
and an undefined m x of both.

And the highest targets, as you can see in the
table, are in the Los Angel es area, the Central Valley,
and San Di ego.

For the 8,000 negawatt target the staff
devel oped very rough regi onal targets based on the new
Cal -1SO transm ssion |ines and upgrades that have been
identified, and the potential renewabl e capacity
identified in the CREZ s in the State that woul d be
served by those |ines and upgrades.

If the new |ines and upgrades are pernitted,
built and operating before 2020, they could allow nore
t han 16, 000 negawatts of additional generation to flow
over those |ines.

As | nentioned, in 2010 nore than 9, 000
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megawatts of renewabl e capacity was permtted, about
8,000 negawatts of which is associated with the new
| i nes and upgrades, which indicates that there’ s another
8,000 negawatts of capacity that could be cited with the
CREZ' s associated with these lines in the future.

Because the 33 percent by 2020 target is
considered a floor, rather than a ceiling, the draft
report also | ooks at renewabl e i nvestnents that nore
occur after 2020. For exanple, to neet increased
el ectricity demand due to high penetration of electric
vehicles, or to replace generation from existing coal -
fired plants that are serving California, which are
expected to decline in generation based on the Em ssion
Per f or mance St andar d.

Al so, to neet the State’'s 2050 greenhouse gas
reduction goals we wll need to devel op additi onal
renewabl e generation and other zero carbon generation
sour ces.

Back- of -t he- envel ope esti mates by the Energy
Conmi ssion staff indicate that if new zero em ssion
generation were provided only by new renewabl es,
renewabl es woul d represent from67 to 79 percent of
electricity sales in 2050.

For the | ower bound of that, it assunes that

el ectricity demand, the nunber of self-gen projects and
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energy efficiency prograns continue at the sane rate
that we're seeing today, that there s increased
penetration of electric vehicles, and that existing
renewabl es, nucl ear and hydro generation continue to
operate at the sane |levels in 2050.

The upper nunber of that percentage range
assunes that the existing nuclear plants may not be
relicensed.

Recent trends are showing that there’s increased
mar ket interest in renewabl e devel opnent. The PUC s
2009 RPS solicitation drew bids from devel opers offering
enough generation to neet half of the 1QU s total |oad
in 2020, and utilities certainly have signed contracts
for -- this nunber is actually incorrect, this was from
our Energy Conmm ssion database, and the PUC s dat abase
shows it’s nore |ike 14,000 negawatts, rather than the
10, 000 negawatts shown here.

As | said, we've permtted 9,000 negawatts of
renewabl es in 2010. There' s another 26,000 negawatts of
capacity that’s being tracked through various permtting
process.

The Cal -1SO s interconnection queue has 50, 000
megawatts -- excuse nme, 57,000 negawatts of capacity,
and there are 450 active interconnection requests for DG

systens in the Whole Distribution Access Tariff Queue,
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total i ng about 5,200 negawatts.

Techni cal potential for renewabl es remains high,
as shown in this table. But as the report notes,
achieving even a fraction of this potential is going to
depend on the ability of product devel opers to secure
financing permts, transm ssion, interconnection, and
power purchase agreenents.

The draft report identifies a variety of issues
that can affect the anount of renewabl e capacity that
will ultimately be devel oped, including planning,
permtting, and environnental issues, transm ssion
i ssues, integration, investnent and financing, R&D, high
envi ronnmental justice, |ocal governnment coordination and
wor kf or ce devel opnent .

"1l go through each of these briefly in the
order that they' re presented in the report. 1’1l note
that the draft report also identifies a nunber of
efforts that are already underway to address this, but
inthe interest of time |I’mnot going to cover those.

But we would |ike stakeholders to note, if we
have m ssed any efforts in the report that you think
shoul d be hi ghlighted, please include those in your
witten comments.

So, the first issue is planning and permtting.

For utility scale renewable plants the primry planning
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and permtting challenges are environnental and |and use
i ssues, and fragnented and overl apping permtting
processes.

Renewabl e pl ants have a variety of environnenta
and | and use inpacts, depending on the |location and
t echnol ogy, but because the majority of new renewabl e
devel opnent is proposed in the California desert, the
report focuses on inpacts on desert environnents.

These include inpacts on sensitive plant and
ani mal species, water supplies and waterways, and
cultural resources such as historical or ethnographic
ar eas.

There are also | and use concerns, but because
the majority of desert lands in California are owned by
t he Federal governnent and managed for nultiple uses,
including recreation, wldlife habitat, |ivestock
grazi ng, and open space.

In terns of the permtting process, there are a
variety of Federal, State and | ocal agencies that have
licensing authority over different types of utility
scal e renewabl e projects. This can result in
i nconsi stent environnmental reviews and standards,
variation in the extent of the environnental eval uation
interpretation of results and mtigation requirenents

that can lead to devel opers having to satisfy nore than
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one set of conditions, submt duplicate information, or
face del ays while agencies try to resolve their
di fferences.

For DG projects, permtting issues include
wi dely varying codes, standards and fees anong | ocal
governments that have jurisdiction over these projects
that make it difficult for devel opers to neet the
permtting requirenents.

In addition, devel opers nust get permt
approvals froma variety of local entities, including
fire departnents, building and electric code officials,
and local air districts which can |lead to duplication
and inefficiency in the permt process.

Al so, many local jurisdictions don’'t have energy
elenents in their general plans, or their zoning
ordi nances, and nmay only have environnental screening
and review processes in place for |arge-scal e renewabl es
and not for distributed generation projects.

kay, noving on to transm ssion issues. The
primary issues identified in the report are the need to
ensure interconnection of renewabl e generati on projects,
particularly those that are receiving Federal stinulus
fundi ng, the need for coordinated | and use and
transm ssi on system pl anni ng, and better use of the

exi sting grid.
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This figure shows the 13 nmgjor transm ssion
projects that are critical to interconnection and
delivery of renewabl e generation that’s needed to neet
the 2020 project. And of particular inportance, as |
said, are the projects needed to interconnect ARRA-
funded generation projects.

Six of the 13 projects that are listed here have
been Iicensed or are under construction, three of which
are related to ARRA-funded generation projects.

However, seven of the 13 projects don't yet have active
Iicensing applications, including three projects to
i nt erconnect ARRA-funded projects.

The second transm ssion issue is streaniining
and coordi nating transm ssion planni ng processes.
Currently, identification of routing issues and
constraints doesn’'t begin until after the WRES pl anni ng
process is conplete, which | engthens the transm ssion
devel opnent process, and it also increases the risk that
approved projects may not be devel oped due to
envi ronment al i ssues.

St akehol ders have al so identified | ack of
transparent and consi stent assunptions and processes
used by transm ssion planning organi zati ons as an i ssue
that makes it difficult for themto participate

effectively in planning processes.
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Al'l owi ng better use of the existing transm ssion
grid is also an issue. Currently-proposed projects are
based on existing need, as denonstrated by individual
i nterconnection requests.

Al | ow ng upsi zing of projects beyond what’s
currently needed can provide unused capacity that wll
be available for future use and maxi m ze the val ue of
land that’s associated with already necessary
transm ssion investnent, and avoid future costly
upgrades to acconmodate additional renewable
devel opnent .

There’s also a need for additional research and
devel opnent to inprove the performance of the existing
transm ssi on system for exanple, by increasing the
carrying capacity of current |ines, reducing
instabilities that cause sone transm ssion lines to be
operated at thousands of negawatts below their rated
capacity, and to allow nore power to be transferred over
existing transmssion rights of way by devel opi ng cabl es
that are able to wi thstand hi gher tenperatures.

The next issue covered in the report is
renewabl e integration. The draft report identifies both
grid-level and distribution-level integration issues.

At the grid level, naintaining reliable

operation of the systemw th high |evels of intermttent
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resources will require changes in the way the systemis
oper at ed.

W' Il need regulation to follow ups and downs in
generation output, ranping generation fromother units
to follow up or down swngs in wnd or solar generation,
spi nning reserves to provide standby power as needed,
and repl acenment power for outages.

System operators will also need strategies to
address potential over-generation issues and to inprove
forecasting of wind and sol ar technol ogi es so that they
know how nmuch variability to plan for.

To provide integrations services the systemw ||
need sone conbi nati on of natural gas plants, energy
storage and denand response, di spatchable and flexible
gas-fired turbines, have the operational characteristics
to integrate renewabl es and can provide the ranping
regul ati on, and spinning and non-spi nni ng reserves that
are needed.

But a challenge there is the need to nodify
revenue streans for these units to cover the increnmenta
costs of shifting the use of the units from providi ng
maxi mum generation to providing flexible products, as
wel | as potential environnmental inpacts fromcycling
these units nore frequently.

Ener gy storage technol ogi es can al so provide a
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variety of integration services, but we need additional
eval uati on on cost effectiveness, appropriate energy
storage targets, and about specific technol ogies to
determ ne whi ch ones can best provide the rapid response
and operational flexibility needed to provide regulation
in | oad-follow ng.

Denmand response al so plays an inportant role in
provi ding short-term |l oad reductions and in aggregating
smal l er | oads to provide regulation or ranping by
turning | oads up or down as needed.

Here to, there is need for additional valuation
to determ ne how existing utility DR prograns m ght be
used to provide renewabl e integration services.

On the distribution side there are severa
issues with integrating high levels of DGinto the
system Mich of today’s distribution systemis of 1950s
vi ntage and was designed to nove electricity in one
di rection.

The distribution system needs to be noderni zed,
it needs to use technologies that easily allow for two-
way flow of electricity, and al so have i nproved
comuni cati on technol ogi es, better protection systens,
uni form st andards, cyber-security neasures, and inverter
st andar ds.

In addition, there are al so process chall enges
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associated wth the current nunber of request for
i nterconnection and the need to reduce the conplexity,
expense and length of tinme that’s associated with that
process.

Moving on to financing issues, the primary
challenge identified in the report is the need to ensure
adequate financing at critical stages of renewable
proj ect devel opnent.

In particular we see funding gaps at the
research and devel opnent, and early conmercial stages.

Private conpanies are often reluctant to invest
in R&D to accelerate clean energy innovation due to the
hi gher price of clean energy technol ogi es, know edge
spillover risks fromprivate investnment in R&D
t echnol ogy and policy uncertainties, the scale and | ong-
time horizon of many cl ean energy projects, and |ack of
wi despread enabling clean energy infrastructure.

Al t hough overall R&D investnent in the U S. has
grown annual ly by about six percent, investnent in
energy-related R&D is about a billion dollars |less than
a decade ago, with the private sector share of energy
R&D investnent declining fromnearly half in the
eighties and nineties to about 25 percent today.

There’s also a funding gap at the early

commercial stage, which is defined as one of the first
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three to five deploynents at a scale that generates
revenue and is within the size range consistent with the
conpany’s long-termrollout plan.

Firms at this stage have traditionally used
private equity, debt and tax equity markets, but since
the financial crisis these options are either
i npractical due to the econom c conditions, depend on
government incentives to function well, or don't provide
sufficient returns for investors.

Cost issues; the report discusses |evelized
costs for renewabl e technol ogi es, which have a w de
range dependi ng on the technol ogy.

Hi storically technol ogies, |ike solar thernmal
el ectric and solar PV, were thought to have higher
| evel i zed costs than those of conventional generation.
However, recent contract bids indicate that this is
changing, with the magjority of solar power tower
contracts signed and pending comng in bel ow the 2009
MPR.

DG projects have al so typically been consi dered
nore costly due to higher transaction costs, but we're
seeing bids now that are nmuch lower. |In fact, recent
advice letters filed by PGE and SCE state that al
contracts signed under the solar PV prograns are al so

bel ow t he MPR
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The primary cost challenges identified in the
report include costs associated with environnment al
review and permtting, project construction and
i nt erconnecti on.

For |l arge-scale projects delays in environnental
permtting and the need for mtigation of environnental
i npacts of proposed projects can add significantly to
the cost of a project.

For small-scale projects the overl appi ng and
often confusing permtting processes can add del ays and
i ncrease cost to devel opers.

And in fact, a recent Sun Run report estinated
that nationally permtting i ssues add an average of
$2,500 to the cost of each residential solar
instal | ation.

I nt erconnecti on procedures can be | engthy and
it’s an expensive barrier. The Energy Conmmi ssion’s
continuing to work with the Cal-1SO and the PUC to
determ ne what the costs of transm ssion and integration
are.

Al so, the report notes that in any discussion of
renewabl e technol ogy costs it’s inportant to recognize
t hat renewabl es provide inportant benefits that haven't
been quantified, including resource diversity, business

and econom ¢ devel opnment, increased energy i ndependence,
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and reduce GHG em ssions and climte change inpacts.

O her issues identified in the report include
the need to nmaintain State funding for energy-rel ated
R&D, to address environnmental justice concerns, to
i nprove State and | ocal governnment coordination, to
ensure a well-trained work force to support California’s
renewabl e goals, and to increase renewabl e energy
devel opment on St ate-owned buil di ngs and | ands.

The i nvestnent and financing chapter of the
report notes that continued public sector investnment in
energy-related R&D is essential to providing the
i nnovation that’s needed to reach California’ s clean
ener gy goal s.

The Energy Commi ssion’s Public Interest Energy
Research Program has provided that type of investnent
for nore than ten years, but funding for the program or
collection of the funding for the programexpires at the
end of this year. And while there have been efforts to
extend the public goods charge, those were not
successful on this |egislative session.

Regar di ng envi ronnental justice issues, the EJ
comunity has repeatedly voiced concerns about the types
of power plants that will be built to replace aging
power plants and plants that nay retire as a result of

the Water Board’ s policy on once-through cooling,
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particularly in the southern part of the State, which
has significant air quality concerns.

There are al so concerns fromthe EJ conmunity
about the types and | ocations of fossil generation that
will need to be built to support renewabl e integration.

Coor di nati on between State and | ocal governnent
on energy decisions is also a major issue, particularly
given the 12,000 negawatt DG goal, nost of which will be
permtted at the |ocal |evel.

Many | ocal governnents face constraints due to
decreased staffing as a result of the econom c downturn,
may have |imted expertise about renewabl e technol ogi es,
and as | nmentioned, the |lack of energy elenents in their
general plans.

The State really needs to work closely with the
| ocal s to understand their needs and to provide
assi stance, where possible, to help expedite permtting
and installation of DG projects, as well as utility-
scale projects that fall under the |ocal governnent
jurisdiction.

On the workforce side, the State needs to
devel op a workforce to manufacture, install, and operate
the technol ogi es that are needed to support California s
renewabl e goal s, including renewabl e technol ogi es, as

wel | as supporting technol ogies, |ike energy storage and
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the smart grid.

Wiile there are a nunber of workforce training
prograns already in place, the downturn in the econony
has resulted in enployers being hesitant about taking on
new enpl oyees, which has resulted in | ow placenent rates
for sone of these prograns.

Al so, expiration of ARRA funding for workforce
devel opment may make it difficult for community
col | eges, trade associ ations, and other training
organi zations to continue their clean energy training
curricula in the future.

Finally, there’s a need for public |eadership in
the installation of renewabl e technol ogi es on State-
owned buil dings, properties and rights of way. These
investnments will not only help neet the State’ s energy
goal s, create green jobs, and reduce GHG em ssions, but
they’ Il also reduce energy costs in State buil dings and
create new revenue for State governnent through the
| ease of vacant or unused State | ands.

Ener gy Commi ssion staff have recomrended a
target of 2,500 nmegawatts of new renewabl e capacity on
State properties by 2020, and there are nultiple efforts
by a variety of State agencies that will contribute
towards neeting this goal

So, that’s a very quick and dirty high-1evel
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view of the challenges identified in the report.

So what 1'd like to do knowis if -- take any
clarifying questions on ny presentation, but |I would ask
parties to hold questions on the report, itself, to the
publ i c comment peri od.

So, do | have any questions?

Al'l right, great, so let’s nove on to the panel
di scussi on.

COMWM SSI ONER PETERVAN: | do, actually.

M5. KOROSEC:. Oh, |I’msorry.

COW SSI ONER PETERVMAN:  Not so nuch as a
gquestion, just as a comment. (oing forward, when
assessi ng renewabl e technical potential, it would be
nice to add to that section or that chart what the
bi ogas potential is.

M5. KOROSEC: Not ed.

COW SSI ONER PETERMAN:  Ckay, thank you.

M5. KOROSEC: W' Il definitely |look at that.
Thank you.

CHAI RPERSON WEI SENM LLER:  Actually, | also
wanted to thank you for the presentation. For what's a
very conprehensive report, you did a nice job of
summari zi ng the high points.

M5. KOROSEC. (kay, thank you.

CHAlI RPERSON VEEI SENM LLER:  Col ette? One ot her
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guesti on.

M5. KERSTEN: Just an observation. 1In terns of
cross-cutting issues, State and | ocal governnent
coordination, | think it’'s easy to overl ook coordination
needed at the Federal l|evel, including with FERC, DCE
western entities such as WECC, and Western Governors
Association. There's a lot going at that level in terns
of transm ssion planning, cost allocation,

i nterconnection, and defining how that’s going to be
managed.

So, perhaps that could be enphasi zed sonewhere.

M5. KOROSEC. Yeah, that is a good point. W do
cover that in the transm ssion section of the report,
where we tal k about sonme of the western initiatives that
are going on. But, yeah, | think that’s a good point to
call out the need to coordinate better with the Federal
agenci es.

M5. KERSTEN: Thank you

M5. KOROSEC: All right. So, we’'ll begin with
our panel discussion. This nmorning we’'re going to hear
fromthe utilities. W’IlIl start with a five-mnute, or
few m nute overview of the utility opening statenents
but I do want to then nove to a nore general discussion,
including all the panel nmenbers, and have nore of a back

and forth with the Conmm ssioners and the panelists, with
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So, we'll start with PG&E. Valerie, can you
start off?

M5. WNN:. Thanks, Suzanne. Hi, |I'’mValerie
Wnn, with PGRE. And | wanted to thank the Chair, and
t hank the Conm ssioners and the Advisors for being here
t oday.

And nostly, | really wanted to thank staff, as
wel |, because I'mreally surprised at how well they’ ve
been able to capture the |l ast eight to nine years of
renewabl es activities in only 335 pages, because that’s
qui te an acconpli shnent.

And it is a very, you know, thorough and
t houghtful report, and it really highlights a |lot of the
chal | enges before us.

But I think we also need to consider, you know,
all of the challenges that we’ve over cone in what’s a
relatively short amount of tinme, given logistics and al
the things that we’ ve needed to acconpli sh.

And | think over the | ast several years we’ ve
| earned a lot, and that as we nove forward we want to
t hi nk about, you know, how do we | everage those | essons
| earned and apply them and think about how do we
integrate that, that thinking, and build a really

flexible -- a flexible tool kit for nmoving forward so
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t hat we have options, and that we don't close too early
on what potential solutions m ght be.

So, as we're looking forward, | wanted to kind
of think about, though, what have we acconplished in the
| ast several years?

And so for PGE | ast year, we were at about 16
percent eligible renewabl e deliveries and, you know,
overall our portfolio is nore than 50 percent carbon
free.

So, sone of those statistics about, you know, by
2020 or by 2050 getting to 69 or 75 percent, you know,
carbon-free renewables, we’re actually thinking we could
achi eve that well before 2050, given the hydro system
that we have in our portfolio.

Si nce 2002 we’ ve signed nore than 115 contracts,
for nore than 9,000 negawatts of utility-scale
renewabl es. And, you know, since 2006 we’ ve started
seeing nore and nore new generation cone online.

You know, one of the things that we’ ve | earned
is it does take tine for sone of these processes we’ve
put in place to stick, and to becone sustainable, and
for people to learn and to inplenent changes.

But we are seeing sone successes fromthe work
that we’ ve done and we expect that over the next few

years we’'re gOI ng to see nore and nore resources cone
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onl i ne.

Wiil e we’ve seen nore than ten projects cone
online that are entirely new builds, we’ ve seen about
ten projects also fail for a variety of reasons, they
couldn’t get through the -- through the permtting
process, technol ogies didn’'t work, but we’ ve |earned
fromthose, those challenges as well.

And what we see today is that nore and nore
projects that are bid to us are comng in at a nmuch nore
advanced | evel of planning and understandi ng of what the
costs are to build, than what we saw in the early days
of the renewabl es program

And | think people are a | ot nore sophisticated
today and we’'re seeing that through what we’'re getting
from devel opers.

Over the | ast several years we’ve al so devel oped
a nunber of procurenent nmechani sns. You know, we’ve got
the existing feed-in tariff, where | think Suzanne noted
we’'re seeing people offer us, under a fixed price, at
t he 2009 MPR, solar PV projects.

You know, that certainly wasn’'t happening in
2007 and 2008, and that’s really an indication of how
the price curves have conme down.

Soon, we’ Il be launching the renewabl es auction

mechani sm and PG&E wi || be buyi ng about 420 negawatts
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t hrough that nmechanism That's renewable facilities
under 20 negawatts in size, and over the next two years,
again, 420 nmegawatts for that.

And that’s a price-only conpetitive
solicitation. And developers, to participate in that,
wi |l have to have achieved, you know, certain m|lestones
in their devel opnent process to be able to participate.

So we’'re | ooking forward to seeing how t hat
process works and to building on that program

W al so have our current RPS solicitation
underway, which |I have to say we’ve had a really robust
response to that, and we’re negotiating with people
t oday, hoping to add another 800 to 1,600 gigawatt hours
of renewables to our portfolio.

And then we al so have our PV program where we
al so have had our first successful solicitation for 50
megawatts with third-party devel opers, and we' Il be
havi ng our second one next year.

So, again, having this consistency in the
processes and procurenment mechani sns, and working to
really stream ine these processes is really hel ping the
devel opment conmmunity and its hel ping, | think, the
utilities as well get stronger projects into their
portfolios today.

So as we | ook at renewabl es devel opnment goi ng
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forward, we kind |like to keep four principles in mnd
and that’s, you know, expanded eligibility of resources.
You know, we always think that the nore resources that
are available in the marketplace, that the nore
conpetition there is anong those resources and we can
drive down costs to custoners.

Cost to customers is paranount. You know,
California has a long history of being kind of
technol ogy neutral, but |ooking at the best cost for
cust oners.

And that’'s really -- it’s a challenge as we | ook
forward because we’ ve been focused very much on the
| owest cost, but we al so hear the discussions about but
what about the value? How do we capture sonme of those
non- noneti zed soci etal benefits in eval uating
renewabl es?

And we don’t know the answers to those, yet, but
that will be an interesting discussion over the next few
years.

Al so, we need to think about, you know, everyone
pl ays and everyone plays by the sanme rules. You know
muni’s and 1QUs, | think under the 20 percent program
there were different rules and different ways that
peopl e participated. W would |ike for everyone to be

able to say that renewabl e RPS conpliance neans the sane
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for everyone.

And then, lastly, you know, flexibility in the
programdesign. | think what we’ ve learned in the | ast
ei ght years is sonetines things work, sonetinmes we |earn
sonet hi ng and we adjust course, but that flexible
conpliance is key to building a sustainable and durable
framewor k for renewabl es.

I think Suzanne’s presentation touched on, well,
nost of the issues we have before us. Qur detailed
comments, in Cctober, will go into, you know, nore
details on points that were made in the di scussion.

But, certainly, we see many of the sane issues;
transm ssion infrastructure devel opnent, renewabl e
i ntegration, how do we streamine the distribution
i nt erconnection process, how do we continue to work to
streanmline permtting?

And so on transm ssion we agree with the point
that it mght be better to, you know, perhaps build a
nore flexible transm ssion system You know, we kind of
look at it as in the total cost of renewabl e space,
generation is far nore expensive than the investnent in
transm ssi on.

And so if we can build in a bit nore optionality
into the transm ssion system we mght actually be able

to tap into broader resource devel opnent, which would
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give us nore price-on-price conpetition for renewabl es,
itself, which actually has better |ong-term benefits for
custoners, rather than, you know, what | call skinping
on the lower-cost item A nore flexible transm ssion
systemcan actually give us a little bit nore
optionality.

On renewabl e integration, you know, certainly
storage is going to be part of our |long-termanswer to
how to integrate renewables. But we're |ooking at a
vari ety of resources and that focus on cost

ef fecti veness, and how do we get these systens into

the -- into the electric grid and | earn nore about how
we operate it will be key.
You know, | know there’s been a |ot of call for

mandat es for renewabl es that we need to have sone sort
of target going forward. And, you know, we hear that,
not necessarily sure that mandates for storage are going
to -- will create the jobs that we're looking for in
California or that will really help foster, you know,
technol ogy creation in that arena.

I nstead, you know, if nandates and set-asi des

are set too early they could actually push us into

technol ogies that are still quite expensive and increase
cost to customers nore than it could -- nore than it
shoul d.
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| heard a comment about how do we streaniine
permtting, how do we include Departnent of Energy,
Bureau of Land Managenent and all of the other agencies?
That’'s still an area, | think we’'ve nmade a | ot of
progress in the Desert Renewabl e Energy Conservation
Pl an, but as that plan conmes to fruition over the next
year or so, you know, how can we start thinking now
about how we expand that, and how do we set up process
for developers in other areas that could | everage off of
t hat information?

And on financing, yeah, we do have a | ot of
uncertainty as to how we’'re noving forward with R&D
right now | was rather surprised the PGC bills didn't
pass, and R&D is certainly a key elenent of that bill.

Hopeful ly, we' Il be able to find sone solution
so that we can nove forward in investing in that really
i nportant area for California.

And lastly, | think we’ ve already touched on
cost, the cost versus the value of renewabl es, how do we
| ook at that going forward.

And we have seen declines in the cost curve for
renewabl es. Not sure if that’s going to be sustainable
| ong term

And then the other challenge is | ooking at our

portfolio and what we’ ve already put in the portfolio.
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Today’s prices don’'t affect the prices for contracts
t hat have been signed, you know, before we saw t hese
price declines. So that’s -- sonme of the declines today
custoners aren’t able to capture because, you know, in
part California s been a | eader and we nade these
commtnments early on, and that’s hel ped drive this
i nnovation in the industry, but customers aren’t able to
capture that price decline today.

And with that --

MR. STERN: Good norning, staff, and thank you
for providing me the opportunity to talk to you today
about this conprehensive and well-prepared report.

| want to start with a few high-Ievel coments
and then 1’Il go into a little bit nore detail on a few
specific areas. And eventually, of course, what you' re
probably going to be hearing is sone reiteration of
points fromvarious panelists over time, but we'll try
and mnimze that, | guess.

One point | do want to reiterate fromwhat we’ ve
heard fromboth staff and my coll eague at the P&E, and
we may hear nore of, is the need to maintain flexibility
in what we’'re doing as we | ook towards inplenmentation
her e.

The scope, timng, and the process of what we're

trying to do are inportant. As we nove towards 33
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percent renewabl es and the other elenents of the
Governor’s goal, we need to continue to recognize things
are changi ng and energi ng, we are |earning nore.

And one of the other elenents I'I| ultimtely
get to and take a little time on has to do with the
timng of what it is we're trying to acconplish, you
know, just to put it out there.

Now, | do believe we are well on our way towards
being able to neet the goals. W’re on a path, as shown
in the graph here, that shows we’'re -- it |ooks like
we're potentially going to be exceeding the targets that
are set for renewables, froma timng perspective,
dependi ng on the success of projects and we’ll need to
continue to focus on that.

| think we’ll find on the other elenents of the
Governor’s goals, in ternms of the nunbers, that we' ||
find ourselves on a path to be able to achi eve those as
wel | .

But we al so need to recognize there isn't a need
to rush to the end state if it costs us by nmaking too
many conm tnments and deci sions early, when we can do
better as we learn nore, as I'I|l get to when | go
t hrough here.

The other elenent is, and perhaps this is a

little bit on the unfortunate side, but the reality is
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that the focus on clean jobs and connecting that to
things like |ocalized energy resources, that connection
isnt as strong as we mght like it to be. And I think
we just recently saw an exanple of that with the |aying
of f of many people in California associated with the
devel opnent of panels here.

And one of the things we have to recognize is
that jobs are critical and there are various things we
need to do to focus on jobs, and we cannot |imt
ourselves to one specific, unlimted path of |ocalized
energy resources. There are other el enents associated
with energy efficiency, electric transportation, the
infrastructure replacenent that was referenced earlier
by Suzanne that | think we need to recognize as well.

And then, ultimately, in order to be successful
in achieving our policy goals we can never forget the
i npact on the consuners in California. You know, if we
do, and I'll talk alittle bit nore about this |ater,
then we’'re going to find problens achi eving the goals
that we’ ve set out because if we’ve done so in a way
that doesn’t neet what we need to do on safety,
reliability, and affordability to our custoners, then
t he achi evenent of these goals could be in peril.

And so I'd like to talk a little bit nore about

these three issues. Safety, as we’'ve heard a little bit
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mentioned earlier today, is connected to the fact that
our distribution systemreally was designed for a one-
way flow of power and we need to nake sone changes. W
need to update things to be able to handl e the use of
the systemin a different way than it was desi gned,
whi | e mai ntai ni ng safety.

And |’ m di scussing safety first because | think
it is first in any respect that we m ght want to address
this. And until and unless we can reasonably manage the
system safely, we really can’t do all the things that
we'd like to do to achi eve our goals.

And these things can be overcone. | think
sonetimes there are conparisons to the European system
and | think sone of their system designs that do better,
sort of integrate and manage what’'s -- nonitor and
control systens that provide nore opportunity and
ability to manage the distribution systeminpacts, that
we can get there, but that’s not where we are today and
we need to nmake sure that we do these things properly
and in the right order.

There are standards that are going to have to be
updated and nodified, particularly to deal with a |ot of
the solar | ocalized energy resources and the increases
that we’'re seeing.

| nmean, it’s very encouraging to see the
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reduction in the prices that’'s going to create the
opportunity for substantial expansion in this arena.
But, again, we do have to nake sure that we're
establishing and updating the standards to be able to
handl e these issues, otherwi se we could be seeing
probl enms of voltage control, or |owvoltage ride
t hrough, and we need to be able to effectively nonitor
what’ s happeni ng on these systens.

So, | think we’re on a path, there’s a |ot of
wor k going on, and I think our focus has got to be on
continuing to do that and nake that progress.

And as |I'Il get to, again, a little bit nore
later on the timng, we can achieve these goals. W
don’t have to achieve themall in the next couple of
years, before we’ve figured out howto do it properly.

W need to walk a little before we run here to
make sure we’'re handling things |ike standards and
safety, and then the next topic, which is reliability.

On a broad scale the utilities, in conjunction
with the SO have just recently conpletely a fairly
extensive study within the PUC s proceedi ngs dealing
with the need, the operability requirenments that the | SO
has to deal with intermttent resources.

And this has been a good step forward in our

under st andi ng and our anal ysis of what those needs are.
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But we’re not there, yet. |In fact, that very process is
continuing on as we go forward. W have nore to | earn.

And, personally, | believe the tools that we
continue to use to try and eval uate what these
operability needs are, are going to have to devel op over
time and change. They're really taking ol der tools and
trying to apply themto newer problens that exist today,
t hat never existed at the tine.

So there’s nore to | earn here, we’'re naki ng good
progress. | don’t think anywhere else there are the
ki nds of studies that are being taken here, in
Cal i fornia, have been done before.

And the groundbreaking is good, but we' re not
all the way there, yet, and we have to continue to
under stand nore about the inpacts of intermttency on
our grid, and how we can have a grid that can handle
that intermttency effectively before we find oursel ves
in a situation where we’ve got nore than we can handl e
reliably.

Because our custoners denmand reliability from
the grid, as they should, and we need to nake sure that
we can continue to be able to deliver that.

The final area | want to tal k about, then, is
affordability and | think this is a critical point. |If

California is going to lead in achieving its
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environnental policies, whether it’s greenhouse gas
reduction, or other elenents of our environnental goals
here, we have to do so on a way that is not going to
excessively burden our custoners fromthe cost of
their -- the power usage.

Because if we do excessively |load costs onto our
custoners, then there will be a push back agai nst the
policies that we’re trying to achieve here, and | don’'t
think we need to overdo it if we do this properly and
carefully, if we find the | owest cost ways of achieving
t hese goal s.

| nmean the sinple argunent that |’ ve been giving
in the greenhouse gas arena is that if the whol e object
of our greenhouse gas programhere is to establish a
nodel for others to follow, since we can’'t solve clinmate
change alone, in California, based on its actions, the
| egislation itself focuses on establishing a nodel.

Well, that nodel should be a way to achi eve our
GHG reduction targets in an affordable way, in a way
that doesn’t adversely inpact our custoners and turn the
publ i c against what we’'re trying to achieve.

I think we can do that here with our renewabl e
devel opment as well, and | think it’s inportant that we
focus on how to do so.

And that may take sone additional time, but |et
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me get to the timng el ement.

| think we’re on a path, on the broad scale for
renewabl es, to reach our targets. On the l|ocalized
energy resources there is a desire to do nore sooner, to
potentially avoid transm ssion investnent, these are
t hings that can happen really quickly.

As we’'ve seen in exam ning the distribution
system it’s not that sinple and there are a | ot of
other elenments that need to be handl ed properly.

And we currently find ourselves in a situation,
maybe | argely due to things outside our control, like a
recession, at a tine when we don’t have a real need for
t he power, the new power that would come fromthe
addi tional renewables. In the next few years we’'re not
finding ourselves short in that regard.

And we’re not finding ourselves short on a path
to meet our broad reliability goals.

So there doesn’'t appear to be a reason to say we
need to acconplish these goals and do it in the next two
or three years, as opposed to over the tinme frane that’s
been laid out in the Governor’s plan.

Recogni zi ng that costs have cone down on
photovol taics, in particular, sonme of the renewabl e
technol ogies, that’s an opportunity we can take

advantage of to take the tine to figure out, one, how to

CALIFORNIA REPORTING, LLC
52 Longwood Drive, San Rafael, California 94901 (415) 457-4417



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

50
do it right and, two, take advantage of the continuing
decline in the costs of these technol ogi es.

And again | think this is all critical in order
to make these goal s achi evabl e and successful .

So, that doesn’'t nean that we shouldn’t continue
to push forward, it’s just that where we push forward
has to be on things |ike fixing and changi ng the
standards, ensuring that we have a distribution system
that’s going to be able to handle the distributed
generation that we're seeking to put in there, |earning
what we’'re going to need to deal with the operability
i ssues that cone fromthe expanded intermttency.

You know, we’'re just starting right nowto think
about the change that we’'re | earning about as we see
t hat photovoltaics and, therefore, solar, seens to be
energing as a | ower cost technol ogy than what sone of
t he other renewables may turn out to be.

If this means that our mmjor increase is going
to be in solar technologies, that’s going to have
i npacts on the timng of the needs on our systemon the
val ue of existing demand response progranms, et cetera.
We need to | earn about these things and deal with them
as we nove forward, and we have the tinme to do so.

So, concluding, you know, | think we’re on a

good path. W’ve identified in this report a |lot of the
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sane issues that |’ve just nentioned that are critical,
and | think we need to focus on the solution of these
i Ssues.

And our goal shouldn’'t be to rush and try and
achi eve our goals, our 2020 goals by 2014, or anything
i ke that, because in doing so we could put at risk our
2020 successes that we seemto be on a good path to
achi eve. Thanks.

MR, SAKARI AS: Good norning, ny nanme’ s Wayne
Sakarias, | amthe Director of Legislative Analysis and
Regul atory Policy at San Diego Gas and Electric and
Sout hern California Gas Conpany.

First off, | appreciate the opportunity to
participate in the panel this norning and, second, |
want to commend the Conm ssion and its staff for the
devel opment of this report. It’s really quite an
amazing report, it covers a huge nunber of topics.

| thought it was 337 pages, not 335, but | m ght
have counted w ong.

So, what | want to do is talk with you a little
bit about a few issues that kind of struck me and struck
us at ny two conpanies.

Wien | talk with officers in nmy conpany from
time to tine, one of the things we tal k about is what

are the issues that keep you awake at night; the things
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that you worry about could cause sonething that you w sh
woul dn’t happen to happen?

And one of the things | want to talk with you
this norning about is sonme of the issues that | think
you, as officers and representatives of the State of
California, mght keep you awake at ni ght and where you
woul d want to make sure that the policy decisions that
you’ re advocating take these issues into account and
mnimze the risk of bad outcones.

The first issue that | want to raise, and ny
col l eagues to ny left have already tal ked about it in
different contexts, and |’mgoing to speak about it in a
different context yet, is rate inpact.

When we adopted the renewabl e portfolio standard
in 2001 and since that tine, we adopted a process where
the RPS requires | east cost/best fit analysis. W have
a law, now, that will go into effect in roughly 90 days,
adopting 33 percent renewabl es, that requires the Public
Utilities Conm ssion to exam ne and establish a cost
l[imtation as a protection to custonmers froma rate
i npact stand point.

And we have a process that we use at each of the
utilities that encourages a conpetitive selection of
resource opportunities as a means of disciplining price.

One of the things that | | ook at when | | ook our
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di scussi on about renewables in the context of

di stribution generation is do we have simlar kinds of
considerations of rate inpacts when we consi der

di stributed generation?

W do have, at the Public Utilities Conm ssion,
t he renewabl e aucti on nmechani sm which was specifically
designed to try and find sone way of ensuring that we
have price discipline, and | think that was an inportant
step forward.

But by and | arge distributed generation has a
tendency to devel op where it devel ops, when it devel ops,
at the level it devel ops at.

And we have sone structures in place that
encourage certain kinds of devel opnent, and it’s sone of
t hose structures that | think we have sone issues that
we need to think about sonme nore in this State.

Smal | er distributed generation is generally net
metered, so this is behind-the-neter generations, net
metered. And inherent in the concept of net netering is
that the net-netered custoner isn't paying the cost of
service that the utility provides. They' re not paying
the cost of transm ssion, distribution, and the use of
the facilities for storage, what anmounts to free
st or age.

Because what net netering does, in essence, is
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all ows you to bank your generation fromthe tinme you
produce it to a tine that you need to use it later on.
So, the utility acts as the bank, the storage.

And the consequence of this is that there are
quite a bit of costs that are shifted fromthe
generating custoner to those custoners who are not
generati ng.

And we have in this State, because of |aws
passed back in 2001, magnified the inpact of that by
creating tiered pricing. And the consequence of that is
that our tier 3 and 4 rates at SD&E are roughly 30
cents a kilowatt hour.

| had the displeasure of working at SDGXE duri ng
the energy crisis, as the Director of Fuel and Power
Supply, and our rates, our retail rates were not 30
cents a kilowatt hour. And the State was so concerned
about those rates that they froze the rates back down to
sonet hing in the nei ghborhood of about 12 or 13 cents a
kil owatt hour.

So, we're at a rate that ten years ago we
t hought was absol utely untenabl e and perhaps today it is
tenable. But the question is at what point will it
becone unt enabl e?

Because we know from hi storical experience that

there is a tipping point.

CALIFORNIA REPORTING, LLC
52 Longwood Drive, San Rafael, California 94901 (415) 457-4417



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

55

And because of the way that our rates are
desi gned as we add costs, and as we shift costs from
sonme custoners to other custoners, that all those costs
are put inthe tier 3 and the tier 4 rates, so we
magni fy the inpact.

And it’s easy to | ook at the cost inpacts of
i ncreasing net nmetering fromwhere we're at right now,
which is about alittle -- between two and two and a
hal f percent of our peak.

If we increase that to five percent or ten
percent, we can nove fromthe tens of mllions of
dol lars of costs being shifted to approaching nine
figures each year. Those are large rate inpacts and
they’ re a consequence of a decision that we made back in
1995, when we capped net netering at one-tenth of one
percent of our |oad, for SD&E three negawatts and a
hal f .

And we’re applying those in a different system
where we have renewabl e portfolio standards, and rate
freezes, and tiered rates in a situation where we now
have on our system today, 30 tinmes the generation that
was the capped | evel back in 1995 when this system was
first adopted.

So the -- one of the nessages and one of the

t hings that keeps us awake at night, and I think wll
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keep policymakers awake at night, is this is not
sustainable in the long run

So, as we think about the devel opnent of
di stributed generation behind the neter, we need to
address these long-termrate inpacts, where they're
goi ng and what to do about them

And |l et ne just enbellish that point one nore
step, which is that one of the consequences of this set
of laws that we have in place right nowis that it
benefits the nore wealthy at the expense of the |ess
weal t hy.

VWhat we see is that those people who today are
t aki ng advant age of addi ng generation behind the neter
in the residential sector are largely people with
i ncomes over $100,000 a year, and those people who are
payi ng the cost are largely those who can’'t afford to
put in the solar to avoid those costs, and aren’t on
CARE al r eady.

So, it is the lower mddl e and m ddl e cl ass that
are paying these costs, and paying the costs of the
publ i ¢ purpose prograns, including CARE costs, which are
not being paid by anybody who is paying in their --
putting in net-netered generation.

So, one of the things that keeps us awake at

night, and we would |ike the State to join us in this
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insomia, is the rate inpact that's created by this
systemof tariffs and | aws that were passed in a tine
that is different fromthe tinme we are at today, where
we have sone longer-termgoals that we weren't even
t hi nki ng of back in 1995, or 2000, when we had different
t hi ngs on our m nds.

The second thing that I want to tal k about that
keeps us awake at night is operating inpacts. And |
want to focus, really, on the distribution system not
the transm ssion system There's a | ot of people who
are kept awake at night already on that at the CAl SO
and we respect the work that they do.

But | want to talk a little about the
di stribution system because | talk with our distribution
engi neers on a regul ar basis about what they’ re doing,
and what they’ re seeing, and what they’' re concerned
about .

And as the report, | think, did a very nice job
di scussing the kinds of issues that can arise and we had
sonme di scussion here with ny coll eagues fromthe other
utilities.

Wen | was a | awer back wth the conpany, many
years ago, we had a generating custoner on a landfill,
used a reciprocating engine on a landfill, burning

landfill gas. And what we found out was that the
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generating output of this was subject to a | ot of
fluctuation.

And they were -- the landfill was at the end of
a long distribution circuit and also on that circuit was
a customer who did m croscope work. And what was
happeni ng was that this custoner’s lights were
flickering like crazy and as he was working on his
m croscope the light was flickering and it was largely
driving himinsane.

And that did not neet the kind of standard that
we expect of our delivery service that we provide, and
we asked the generator, Pacific Enterprises, which whom
we |later nmerged, to fix it or shut the plant down.

They sued us and sone of the people who sued us
are now our general counsel for our nerged conpany.

(Laught er)

MR. SAKARIAS: So, enem es can be friends. But
one of the lessons that | |earned at that stage was that
there are inpacts fromgenerators on snmall distribution
wires that weren't built to have generation on them if
that generation isn’t -- doesn’t neet some fairly rigid,
Vi gor ous st andar ds.

What we have found in the context of
intermttent generation fromsolar on our systemis that

we see voltage fluctuations that we have to then adjust
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for today.

The | argest inpacts on our distribution systens
wi || happen when the systemis at its |lowest |oad and
the generation is at its highest, so that would be like
in the spring, when we have sunny days and nobody’s
using a lot of electricity, so that generation reverses
flow.

It controls, then, the voltage on the system on
that circuit, rather than our controlling the voltage on
the circuit.

And the consequence of that is that we have
cases where the voltage is just noving all over the
place. Al right, so what does that nean? What t hat
nmeans is that we need to know when those ki nds of things
happen, where those kinds of things happen, and what are
the appropriate mtigation neasures that you need to put
in place so that you can acconmodate the generation that
we’ re hoping to accommodate wi t hout having adverse
operating inpacts.

What |’ve learned fromnmny distribution engineers
is that this is not an area that is very well studied in
the industry.

I woul d have thought, with the experiences that
Germany and Japan had, that you would have all Kkinds of

literature on this. The systens are different between

CALIFORNIA REPORTING, LLC
52 Longwood Drive, San Rafael, California 94901 (415) 457-4417



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

60
Germany and San Diego Gas and El ectric Conpany, at
| east, and fromwhat |’ve seeing within -- generally
within the State of California, at |east.

And so the consequences, we see consequences
different than what they' re seeing. They’ re begi nning
to see what we are experiencing nore broadly, but even
we are at the beginning stages because we don’'t have
| ots of generation. W have about 15,000 distributed
generation custoners, about 110 negawatts of PV on our
systemright now, on distribution circuits, all bel ow
one negawatt in size.

And so what’'s keeping us awake at night is
maki ng sure that when we go forth and do the things we
do, we understand what neasures we need to have in
place. A caution | would give the staff report is we
read that perhaps as being a little nore optim stic than
we are about the availability of certain technol ogi es
t oday.

These are things being studies, these are sone
t hi ngs not necessarily out there right now | know, for
exanple, there’'s a discussion of, and | thought it was
on point, about the smart inverters, which we think have
a lot of potential, but we don't even have standards for
them yet. And we have people who are on the panels

t hat devel op the standards, and if you know about those
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things they -- it takes years to devel op the standards.

So, the thing that we would want to nake sure is
that we’'re working smartly in ternms of understanding
what the consequences are, what the mtigation neasures
are, how they should be inposed, who's going to bear
t hose costs because utility custonmers soneti nes object
to utilities putting in things at utility cost, because
it’s considered to be gold plating the system

So, we have to understand all of those things.
And are we giving the right price signals to generation
devel opers where to |l ocate and where not to | ocate.

So, that would be the second thing that | woul d
call attention to.

And the third one will be nuch briefer because
we coul d have a workshop, all-day workshop and we woul d
not even begin to touch the ramfications of it, is
perm tting.

A very big issue in California, you well know
it, because you wade in the world of permtting. It is
time consunming in California and it’s expensive in
California, and that is a deterrent to generation
developers, and it is a deterrent in California nore so
than in other states, where the tinme for permtting is
maybe two or three tinmes in California than what it is

el sewhere, and where the costs could be as nuch as five
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ti mes above, in the experience that we’ ve had at |east.

So, there’s two things that | have in mnd here.
One is we have a series of things we have thought about,
| don’t know that they' re optinmal ideas. W wll share
themwith you in our witten comments; |I’mnot going to
burden you down today on that.

There are a bunch of different things, sone
af fect this agency, sone affect the Public Uilities
Comm ssion, sonme are CEQA rel at ed.

And then the other thing that I would cal
attention to is that maybe the biggest renedy to
permtting problens is clarity within the permtting
agencies of what the priorities are. Because fromtine
to time process prevails over substance, and that’s one
reason why things are nore tinme consum ng than they are.

So we would -- we want to participate in that
di al ogue. W have sone suggestions. As | said, | don't
know they’'re the best, but one thing I wll call
attention tois that if the State of California can pass
alawto make it easier to permt a stadiumin Los
Angel es, surely we can do better than that on

r enewabl es.

So wth those comments, | will pass it along to
nmy coll eague at the CMJA. | know | took |onger than
shoul d have, | apol ogize, but | get carried away from
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time to tine.

CHAI RPERSON VEI SENM LLER:  No, thank you. | was
goi ng to make observation. As you were talking about
the landfill gas project, as you know, | worked for the
City of San Diego for decades, so | was going, oh, ny
God it must be theirs, so | was happy to hear that it
was, indeed, your now affiliated conpany’ s project.

And | would note that in terns of the stadium
law, it may have applicability to other projects,

i ncludi ng potential energy ones, if lawers like you dig
intoit.

MR SAKARIAS: Yes, | understand that and we
have sone ideas to do nore of that kind of thing. But
since the starting place was stadi unms and we found out
where the priorities lay and --

MR, ANDREONI : Good norni ng, Comm ssioners. |
want to thank you for the opportunity to participate
today. M nane is Anthony Andreoni, |I’mthe Director of
Regul atory Affairs at CMJA

"1l try to be to the point and brief here, |
know we’re running a little bit behind.

But | definitely want to thank CEC staff,
they’ ve definitely provided a detail ed and conprehensive
draft report, | think many of ny col | eagues nenti oned

that earlier. There's a lot of work that went into that

CALIFORNIA REPORTING, LLC
52 Longwood Drive, San Rafael, California 94901 (415) 457-4417



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

docunent .

CUVA and our nenbers are involved and conmitted
to expandi ng renewabl e power in California. Many of our
menbers have, as you are aware, already adopted plans to
meet the 33 percent renewabl e requirement by 2020.

Some of our nenbers neet this today, while
ot hers have plans to exceed 33 percent by 2020.

CUVA and our nenbers are very diverse across
California. W’re also currently engaged in dial ogue
with other CEC staff on the devel opnent of the RPS rule,
the enforcenent rule for POUs to neet the 33 percent
goal .

Fromwhat |1’mhearing today it really, truly
seens to be the old analogy of it’s not really a short
race that we're after here, it’s really I would | ook at
it as multiple marathons, it’'s really the long-term
goals that we're trying to reach here.

We definitely ook forward to working with staff
on devel oping the strategic plan for renewable
devel opnent .

Just briefly, I know nany of you are aware CMJUA
represents over 40 publicly-owned electric utilities and
we provide about -- we provide electricity to over one-
fourth of the State, and we have no profit notive.

As mentioned in the CEC presentation, the State
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needs to consider a really good, bal anced approach for
i npl enenting future renewabl e power goal s that include,
nunber one, reliability, affordability, as we’ ve heard
today, and it has to be sustainable. It really needs to
hel p nmeet our environnental goals as we nove forward.

Currently, our menbers nust bal ance the
conpeting State nmandates, and sone of those were
menti oned earlier.

The draft strategic plan needs to nention the
nunber of State nmandates that nust be net by utilities
in the next nine years. For sone reason 2020 seens to
be the magic deadline currently in California.
Hopefully, we’'ll see sone very good progress as we get
to 2020, but I'’msure there’s going to be additional
progress beyond that.

Qur nmenbers will be making significant
investnment in replacing aging electrical distribution
infrastructure, building new transm ssion, elimnating
or replacing sonme sources and, of course, nust conply
with AB 32 mandates, such as the cap and trade program
which is still being close to being rolled out at this
poi nt ..

This is on top of the 33 percent RPS
requirenents. And in order to minimze the cost inpacts

and retain reliability on the power grid, our nenbers
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wll need to carefully integrate the sequence of these
conpl ex activities.

Additionally, we feel that the State should
t hor oughly exam ne the cost to inplenent existing
mandat es and the proposed new nmandat es across all energy
agenci es.

This is typically referred to as exam ning
cunmul ative inpacts and it’s sonetines not a good word to
use around regul atory agencies, but it really is a
curul ati ve i npact eval uati on.

To hel p our nenbers, CEC and other State
agenci es, and including maybe sone Federal agenci es,
need to |l ook at the end ganme. Really, it’s reducing
carbon and di versifying our resources, rather than
i nposi ng speci fic mandat es.

California, we’ve heard this before, definitely
needs to be technol ogy neutral and devel op the best,
nost conpetitive solutions, while mnimzing the inpact
on our custoners.

W al so, as was said earlier, have to | ook
beyond 2020. Renewabl e energy goals need to be tied to
t he GHG reduction goals and should be part of the | oad-
serving entity’'s long-termintegrated resource plan.

The plan should | ook at all possible resource options

and provide relief valves along the way to avoid
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unnecessary costs and any stranded investnents that may
exi st.

Certainly, the long-termfocus for 2050 is nmjor
infrastructure investnent.

Just real short, on permtting and |icensing
there definitely needs to be an efficient permtting
process. Maybe consider general EIRs, if possible,
devel op general plans that recogni ze renewabl e energy
devel opment and identify renewabl e energy zones.

In regard to distribution systeminpacts, LSEs
need to |l ook at integrated planning for inpacts fromthe
di stribution generation and increase electrification of
transportation, which is certainly starting to ranp up.

One maj or concern is the cost of ngjor
di stribution system upgrades, which we’ ve heard today.
Many of our nmenbers are investing in also the smart
grid, which will be instrunental in helping to integrate
the inpacts and inprove reliability.

On transm ssion, the draft report seens to
address maj or concerns encountered w th buil ding new
transm ssion in California. However, it appears to give
short shrift to the progress already nade.

By nost accounts and according to Cal-1SO
anal ysis, their transm ssion planning process has

al ready approved sufficient transm ssion to deliver
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renewabl e energy to neet the 33 percent goal.

In turn, many of the Iines have citing approval
fromthe CPUC. This does not address, though, the
addi tional needs, if any, beyond the 33 percent, but
substantial transm ssion investnment is taking place.

Transmi ssion rates reflect this and the report
shoul d refl ect these conclusions of transm ssion
pl anni ng authorities as well.

In our recent filing to CEC, on the 33-percent
rul e concept paper, we had one recommendati on, anong
others, that was to have CEC staff update their RPS
Eligibility Guidebook in order to ensure that al
utilities can proceed with procurenent activity that
quality.

We think this can be done in parallel wth
devel opi ng the RPS enforcenent rule.

Furthernore, all pre-June 2010 contracts
approved by PQU governing boards that neet the existing
eligibility guidelines should count towards the RPS and
deened certified. This is a critical issue as our
menbers are operating under the first RPS conpliance
period, beginning here in 2011

Qur nmenbers want to prevent any disruption in
service and provide any -- and reduce any cost inpacts

on our ratepayers.
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Finally, there’s a need to discuss on PQU
strategy for procuring renewable energy with the pre-
pai d power purchase agreenents, PPAs, which provide
near - t er m owner shi p.

This is not a general nodel used by sone of the
| QUs and, furthernore, federal incentives acquired by
our nenbers while pursuing PPAs are near expiration.

Just to give an exanple and put this in context,
t he American Recovery and Rei nvestnment Act, Section
1603, the Federal cash grants towards projects were set
to expire in 2010. Legislation HR 4853 extended this
for one year, the start of construction, deadline for
cash grant in lieu of tax credit program

This is dramatically -- this could dramatically
af fect potential devel opnents, so this is a very
i nportant issue to our nenbers.

CUMA wi Il likely provide sone additional witten
comments to CEC on their draft report to support our
remar ks, and al so provide sone additional facts and
figures.

Today, though, our nenbers are doing their part,
they’ re working extrenely hard to inplenent these new
mandat es t hrough 2020 and beyond. So, | want to thank
you.

CHAI RPERSON WEI SENM LLER:  Ckay, thanks. | have
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a couple of general questions and I’'Il start out with
t he observation that every public opinion poll |’ve seen
has had a very, very high positive ratings for
renewabl es. And, certainly, when | went to the UCLA
conference, sponsored by the Governor, on distributed
gen, again there was really a ground swell of public
support. That isn't to say that one couldn’t do things
that m ght dissipate that support but, certainly, |
think there’s a real mandate, certainly in the
Legi slature and the public in terns of noving forward on
t hese prograns.

I think in terns of the other, again, genera
comment was that the timng' s a good question. W
obviously did not address timng, we tried to conme up
wi th goals.

I mean the sinple approach would be to say if
the goal is 10,000 negawatts and you have ten years
it’s, you know, divide by ten. | think the presunption
is that we will see things that are nore en tranches,
and that the -- hopefully, the second five years the
tranche will be bigger than the first four or five
years, and that will allow us to capture sone of the
reduced cost.

And that in the near termthat we try to design

the prograns to really drive the costs down by | ooking
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at what we can do on sort of permtting, what we can do
on interconnection, what we can do on financing.
Basically, ways to make it possible for these things to
be nore cookie cutter.

And, certainly, if it’'s possible in this first
tranche to design the types of pilot prograns we need to
do on the distribution systemto identify where the
sweet spots are, and where sonme of the mtigation
measures are that we need to have in place so over the
| ong-termthings are viable.

But again, | think as we nove forward from here
that’s certainly one of the things we’'re goi ng address
much later in the fall is the sense of what is the
timng, and what’s the sequence of sone of the decisions
we have to nmake but -- and what’s -- obviously, trying
to identify right now what’ s the nost inportant thing.

So, certainly, the nore in your witten comments
you can contenpl ate sone on what are the types of things
we have to resolve in the near term so that we can nove
forward in the longer termto a nuch greater or rmnuch
faster rollout, that would help.

And simlarly, on things like to the extent that
you think there are major transm ssion projects that are
m ssing, and then certainly any |egislative ways that we

can accel erate sonme of the permtting or interconnection
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types of questions, it would be very good to get that
f eedback.

| guess in ternms of sone general questions, the
first one is we used about a 30 percent failure rate on
contracts, and that’s on a gigawatt hour basis, as
opposed to the nunber of projects, obviously.

And to the question is over tine | know the
PUC s put in place viability screens or other things to
try to enhance that. What’'s a good nunber? | nean,

Val erie, at ten per ten, assum ng that they were equally
sized, that would inply 50 percent but, again, that was
over a long period of tine.

Sois it 30, isit 50?7 Wat’'s your -- across
the utilities, what’s your current guess on the contract
failure rate?

M5. WNN: Not really sure. Currently, | know
in our long-term plans we’ve been using a 60 percent
success rate, but that’s based on the current portfolio
of contracts.

CHAlI RPERSON VEEI SENM LLER:  Ckay.

M5. WNN: And as | nentioned, we’ve |learned a
| ot over the |ast eight years and going forward we're
getting projects that are nmuch further along in the
devel opnment cycl e.

So based on those sorts of things, | think we
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expect that rate to get a little -- our success rate to
get higher going forward, so that we m ght, you know,
per haps next time have sonething nore |ike a 70 percent
or sonet hi ng hi gher.

CHAI RPERSON WEI SENM LLER:  Ckay.

M5. WNN:. But, you know, it’s hard to predict.

CHAI RPERSON WEI SENM LLER  Ckay, Gary?

MR. STERN:  Yeah, Edison’s experience actually
paral l el s what P&E just described here. W have, in
our planning process, been using 60 percent.

| think for the existing portfolio of contracts
we have that may still be a reasonabl e nunber, but
think as we nove forward we’re antici pating those
nunbers are going to be going up

CHAI RPERSON WEI SENM LLER:  Ckay. So, basically,
you're to get closer to the sort of 30 percent we were
using in the report? Perhaps?

MR STERN: For -- as we nove forward --

CHAI RPERSON WEI SENM LLER: O 30 versus --

MR. STERN: -- and sign additional contracts, we
anticipate that, yes.

CHAI RPERSON WEI SENM LLER:  Ckay. Wayne?

MR. SAKARI AS: Yeah, you know, | have to tel
you | don’t know what nunber they’'re using. So if Gary

says it’s true, then it’s probably true.
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I think what we experienced was a | arger,
probably a proportionately larger fail rate for sone of
our early contracts than those kinds of nunbers.

But | think that both the coments of Valerie
and Gary point out is there’s a lot of learning that’s
been goi ng on over the |ast several years, so that we
now are getting fewer of these projects that you just
aren’'t really sure about fromthe begi nning.

And so | think I have nore confidence, now. You
know, because this is a process where we continue to --
we continue to go out on a regular basis to get
contracts, you're able to learn, also, fromwhat events
have happened al ready, so nothing’ s cast in stone here.

I nean, for exanple, San Diego and | think this
is probably true with the other utilities, we're in
essence contracted up to -- up to or above 33 percent
now, but we know we’'re not going to get all of them

Now, the question is, well, what does that nean?
Well, that doesn’t mean we’'re stopping, right, we're al
continuing to go on that process.

But I don’t have specific nunbers, | can get it.
But the nunbers that Valerie and Gary are tal king about
sound generally like what |’ve heard in the past.

CHAI RPERSON WEI SENM LLER:  Ckay, and Ant hony?

MR. ANDREONI: Yeah, | don’t necessarily have a
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percentage to share with the Conm ssion but, you know,
sonme of our nenbers have been review ng projects for a
nunber of years and certainly the | arge nunber of
projects in the last three years.

Sone of the issues that we have found with those
projects, sonetines they’'re just specul ative on what
they think they m ght be able to bring to our nenbers.

You know, in other instances it could be
envi ronmental inpacts that may not have been eval uated
properly or just didn't meet the requirenents.

But probably, even nore inportantly, is the fact
of can they obtain financing in order to get those
projects off the ground and nove forward?

Certainly, there’'s sone unreasonabl e expenses
that may be kind of put into those proposals.

But that’'s sonething that we'll continue to
follow to nake sure that what we’re doing continues to
nove forward to neet the requirenents, but it does
create quite a few chall enges.

CHAI RPERSON WEI SENM LLER:  Ckay. O her question
internms of what is the ratio of -- and I'mtrying to
get to how conpetitive is the market in terns of what'’s
the ratio between the total nunber of bids versus the
one selected, 10 to 1, 20 to 1? What are you running,

typically?
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M5. WNN: | don’t know that nunber off the top
of ny head, but | expect that Julie Fitch, fromthe PUC,
may have sone charts that show how the bids we’ve been
receiving since the start of the RPS program very nuch
has, you know, ranped up, particularly since 2007, when
we started seeing nore, and nore, and nore solar bid to
us.

["’mnot sure if Julie will have that information
this afternoon.

M5. FITCH | don't actually know the nunber off
the top of ny head, but | would generally agree with the
statenents earlier that we're seeing a |l ot nore
viability of bids, and a lot nore bids. So, | think the
ratio of bids to contracts is actually going up,
guess -- no, down.

M5. WNN:. Although, | think we're getting a | ot
nore bids, but have | ess space in our portfolios these
days. So as we’ ve been closing the 33-percent position
we're still seeing a lot of interest, but not
necessarily roomin the portfolio or a need for the
addi ti onal energy.

MR. SAKARIAS: And ny sense is that we're
getting a lot nore bids, |I think we’'re in the mddle of
a process where we’ve just received bids.

CHAlI RPERSON WEI SENM LLER:  Ri ght .
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MR. SAKARIAS: And ny sense is that there's a
| ot nmore conpetiveness of the bids as well. Those are
both very good things for where we’re going.

And, you know, is that going to change over tine
because of economc climates, or things |like that? W
don’t know t hat.

But ny sense is that that ratio, whatever it is,
and | do not know what it is, we're getting a |lot nore
bids for the amount that we’'ll be letting, than we did
five years ago.

MR. STERN: The sane is true for us. In fact, |
t hi nk roughly speaki ng each of our |ast four
solicitations has had about double the nunber of bids
fromthe one the year before, so it’s been doubling
every year

CHAI RPERSON VEEI SENM LLER:  Ckay. | guess --

M5. KERSTEN:. Just a question. It seens that
there’s inpression about why these projects fail,
ranging frompermtting, to environmental concerns, to
financing. 1s there any value in pinpointing the extent
to which, you know, each of these contribute to the
failure rate because that m ght hel p provide sol utions
to, you know, expedite renewabl es devel opnent? Because
it seens to lack sonme rigor here in that we “don’t know

and it mght be valuable to have an anal yti cal approach
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to understand, you know, what the root causes of project
failure are.

MR. STERN: | guess |I’'d say, as we sit here
today, that’'s probably no | onger the major problem as
Julie Fitch just indicated.

You know, we are now seeing greater viability,
nore bids, so those -- you know, three or four years ago
it mght have hel ped us have a better understandi ng of
sone of the causes of failures. | think as we sit here
today that may be yesterday’s problemas we go forward.

M5. KERSTEN. That supposes -- that kind of
presupposes that maybe permtting is working better when
probably it’s not, or could you comrent on that aspect?

MR. SAKARIAS: Well, let me say a couple things.
First off, a fewyears ago | think the PUC, in one of
its quarterly reports, tried to docunent their best
guess of what the big contributors are and it really was
financing and permtting were the two bi g ones.

Now, financing, part of that is driven by who is
it that’s devel oping these projects, and | think that’s
evol ving over tine.

Permtting, you know, | can’t tell you that I
think permtting s inproved any.

You know, we’ve got people in the East County of

San Di ego who are objecting to the devel opment of w nd

CALIFORNIA REPORTING, LLC
52 Longwood Drive, San Rafael, California 94901 (415) 457-4417



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

79
in the East County. W have no -- well, we have one
wind project in all of San Diego County and we have
peopl e objecting to devel opnent of w nd.

Well, okay, it’s local, it’s renewable, and we
don’t want it.

So, you know, permitting is, | think, going to
continue to be a problem

And as you know there are other things going --
the County of Inperial, at one tinme, was tal king about a
solar tax, placing a tax on peopl e devel oping solar in
and selling solar within Inperial County. Part of that
was revenue raising for them obviously, but the
consequence is that it increases the cost of doing
busi ness, affects conpetitiveness, effects finance
ability, and so on.

M5. WNN:. Yeah, and just to add to that, |
can’t say for many of the projects that have failed that
it’s been just one particular issue. | think on sone of
these projects we saw a nmultitude of things, and each
project and the challenges it encounters are very uni que
fromproject to project.

W’ ve seen permitting issues, transm ssion
i ssues, technol ogy issues, financing issues, you know,
wat er issues when it conmes to solar thermal in the

desert, dry cooling versus we cooling, all of the
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environnmental inpacts and | and use issues.

So, it’s a whole host of things and each one
affects each project differently, dependent on its
| ocati on and technol ogy type.

CHAI RPERSON WEI SENM LLER:  Okay. A couple nore
guestions, so |I’'d asked about the nunber, it would be
good to get a sense, again, whether it’s 10 or 20 to 1

The other question is diversity of the bids.
mean, are these all PV or do you have a good m xture of
renewabl e technol ogi es?

M5. WNN: 1'd say it’s a good mxture. 1’d say
since starting in 2007 an increased nunber of solar PV
bids. And I think we’ ve probably been seeing fewer
solar thermal bids over the |last few years but,
certainly, sone small hydro, bionmass, and wind as well.

MR, STERN. Yeah, our experience is the sane.

O course, we’'re probably | ooking at many of the sane
bi dders.

CHAI RPERSON WEI SENM LLER:  The sane bi dders,
right. And in terns of all of us have really gotten the
nmessage that PV costs have cone down dramatically, again
on a very general level, in terns of the other
t echnol ogi es has there been any sort of surprising
trends downward or are they all staying pretty constant?

Agai n, just very general.
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MR. SAKARI AS: You know, | think there was a
period of time, for exanple we saw wi nd declining quite
a bit, and then there was the problemw th the cost of
the factors that go into it. The cost of steel, for
exanpl e, that was going up

So you see these kinds of inpacts because of
ot her econom c affects that were causing -- causing w nd
costs not to decline.

So those things sonetines are a little harder to
predict.

My sense is, obviously, the biggest thing that
we’'re seeing the drop of is cost of PV.

MR. STERN:  Yeah, | think our experience is the
sane.

MR. SAKARIAS: | nean let ne say that one of the
things that we would |ike to see -- you didn't ask this
guestion, but I'’mgoing to answer it anyway.

One of the things we would |like to see is the
ability to develop in-state biogas in sone way, where it
can be directed toward power plants that now use natura
gas and thereby displace natural gas, but still get the
sanme operating benefits of a natural gas power plant.
That woul d be very helpful for us so that we don’t have
a lot of must-run generation that is renewable, and no

generation that we can use to help kind of nmanage the
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system

So that would be, to ne, sonething that woul d be
hugel y hel pful.

CHAI RPERSON WEI SENM LLER: There's certainly --
Carla’s having a workshop on the 20'" that she woul d | ove
to have your -- your and everyone's participation on, on
sone of those issues.

I was going to ask, | nean all of you now have
DG devel opnment prograns of sonme sort, | nmean what have
you | earned fromthe first rollout of projects that
you’ ve owned on a PV nature?

MR. STERN: Well, these are the | arger-scale
projects. | think one of the things that we originally
set out to do was to find a | ower-cost path of doing PV
than just the smaller-scale CSI program

One of the things we learned is that they -- you
know, when we stepped into this space a nmarket was soon
to follow, and that there was no conpelling reason,
guess, for us to continue as a utility-billed project to
take as active a roll as we did when we started it out.

I’msure the people involved in it also,
probably, learned a | ot about the difficulties of
dealing with conpanies and the | easing of their roofs
for these projects.

But I think we acconplished the goal that we set
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out to which was essentially to find a neans through
| arger-scale projects to seek reduced cost in neeting
the desire for expansion of photovoltaics.

You know, of course now we’ ve seen a lot nore
happen in this space, but I think we acconplished the
goal that we originally set out to achieve.

M5. WNN:. Yeah, | can’t say that | have nuch
knowl edge of our |essons |earned, specifically on our PV
program given it’s pretty much in the early, early
st ages.

I think, though, as we get nore and nore snall -
scale PV on the systemand as we | ook at ways to
integrate those we will have other pilots and ot her
things for storage technol ogies that we’re | ooking at,
that will help us better understand how both of those
work in tandem

MR. SAKARIAS: | would say that we are not
advanced enough on the prograns. W have bids out right
now for the custoner-provided DGPs. W haven’t
devel oped any utility piece.

One of the things that | think we have seen, and
| know that my colleagues to the left have seen this as
well, that there is considerable econom es of scale for
PVs, still.

A smal | -scal e PV system versus a | arge-scale PV
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system the cost differential is quite dramatic, and so
that -- that tends to make you want to have | arger, not
smal | er, just because you’ve got costs that you could
potentially spread out.

CHAlI RPERSON WEI SENM LLER:  Sorry, could you
define what you nean by snaller and | arger?

MR. SAKARIAS: | would say if you re talking
about anything south of a couple of negawatts, that’s
pretty dang small for pricing.

If you re tal king about in the kilowatts range,
it’s even nore dranmatic.

And | think we can | ook at our CSI nunbers, now,
that are being published, we’'re still |ooking at costs
there of 85 to a hundred bucks a KW

Wereas if you start tal king about | arger scale,
| think you re tal king about PV costs that are down in
the -- | don’t know, tell ne, Gary, a couple of -- two,

t hree thousand a KW i nstead.

So, it’s a very big difference and it’s scal able
all the way up, so the econom es of scale are stil
significant, it seens to ne, right now.

Does Steve have the answer to this?

MR. KELLY: | don’t get to see any of that
i nformation, you guys know that.

(Laught er)
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MR. SAKARIAS: | thought you made it up, though.

MR, KELLY: Well, we thought you nade it up.

MR. SAKARIAS:. | thought you knew it.

COW SSI ONER PETERVMAN:  Hel | o and al nost good
afternoon, a few questions fromthis end.

First, Wayne, | sleep very well because |I know
that you and your coll eagues at the utilities are
wor ki ng hard to reach our renewabl e goals, so thank you
for that.

| al so appreciated your conments about the
rates, and which rates are tenable, and the
affordability.

Al t hough, 1 think, arguably, the rates that you
cited both in the electricity crisis and now don’t
actually reflect the margi nal cost of the power.

And since I'mnot at the rate-setting agency, |
get to ask questions |ike that and general ly nust
curious about first starting with what is the cost,
before we then tal k about what’s affordable and what'’s
t enabl e.

I think that would go a |long way both with
under st andi ng where the rates are, as well as the cost
inplication to the customers around the Johnson effect,
or the gold plating that you pointed out, just having

sonme nore transparency around those inverter costs.
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You noted that we’'re still figuring out wwth DG
what are the systeminplications of scaling and, as a
consequence, we’'re not able to learn as nuch from say,
sonme of our counterparts in Germany or Spain, as they're
starting to scale up

Can you speak now or in your conments to what
nodel ing efforts you have going on to | ook at these
i ssues, in addition to observing and seei ng how thi ngs
play out? | think there are sone of these things that
we can at |east narrow sone of the uncertainty around
the system i npacts.

And all these questions, | mght direct themto
particul ar peopl e because you raised the points, but
happy to have you all respond in your witten coments.

And just getting at the issue of affordability,
as well, Gary, you nentioned just the cost of
renewabl es. But we know there are |ots of other reasons
why rates are going up, and so it will be good for us to
understand the relative inpact of renewabl es versus al
the other systeminprovenents and cost investnents you
have. Because in the counter factual we still have
costs increasing.

And al so, to hear fromyou sone opportunities
for cost reductions in other areas that m ght then make

t he i mpact of renewables | ess so.
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Do you want to step into it for a second there?

MR. STERN: Sure. And | think I’'d say our
conpany’s primary focus these days is trying to find
ways to manage the rate pressures that we see energing.

And it’s true that renewabl e devel opnent is not
the only el enent associated with it. | mean one of the
real challenges we face is that we have an agi ng
di stribution systemand we can either invest noney,
which will result in some cost increases to deal with it
on a proactive basis or probably invest nore noney to
deal with it on a failure basis.

Ei t her way, you know, the reality of the
situation is that our distribution systemis old, now,
and that is going to add to rate pressures, again, one
way or the other as we go forward.

You know, there are, | imagine, a variety of
ot her factors that are challenging froma rates
perspective. You know, we’'re heading into an
envi ronment where we’re going to have a greenhouse gas
programin place that directly or indirectly will result
in some costs. It’s not free to be able to reach these
goal s.

So, | don’t know whether there’'s a sinple
solution. | do know that we are seeking to find the

best paths we can to mitigate these problens. Like I
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said, | think it’s our top priority right nowis, you
know, rate pressures in the next couple of years in
particul ar | ook substantial and we need to do everything
we can to deal with them

As | noted earlier, in the end our ability to be
successful at achieving the goals that we want and the
policies we want will be to be able to do it in a way
where we don’t reach the tipping point, that Wayne
mentioned earlier, on rates. And so it has to be a
priority and that is what we’'re focusing on.

COW SSI ONER PETERVMAN:  And | just want to
mention, you noted that there are necessary distribution
upgrades, anyway, so it seens |like an opportune tinme to
t hi nk about what upgrades will be necessary to nake
di stributed generation easier to site, nore feasible.
And it would be good to get feedback fromyou all about
what that cost differential would be between the
upgrades you’' d have to do, anyway, versus upgrading to a
nore optimal system

MR. STERN: Yes, absolutely. And we’'re doing a
| ot of study in that space, now, as we try and figure
out the inmpacts on the distribution system of things
i ke localized renewabl e power, of things |like the
expansion of electric transportation.

So there are these -- the age factor, as well as
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More broadly speaking, although it’s nerely a
| onger-termissue, the smart grid el ements associ at ed
with the distribution system all of this we have to
sort of work our way through to figure out what is the
best pat h.

But all of it -- all of it looks like it has
costs associated with it and so the question is how do
we bal ance the need to be able to achieve a reliable,
adequately reliable systemand a need to maintain a
reasonabl e cost structure?

MR. SAKARI AS: Let me just address both of the

guestions that you' ve asked.

COW SSI ONER PETERVMAN:  Don’t worry, there will

be nore. Ckay.
MR, SAKARI AS: You may have asked nore, but |

grouped theminto two questions.

89

First, inrelation to the question of the DGC s

systeminpacts, and studies and so on, the first
observation | want to nmake is the distribution system
was built, as | think staff has pointed out very well,
it was built to serve |load, not to receive generation
So, we would not necessarily be nodifying our
systemif we weren't going to be addi ng generation

because it was built to serve that load. And if we
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t hought it was inadequate to do that, we woul d already
be changing the systemto that affect.

That part of our efforts on smart grid, of
course, are to update us to the 21 Century fromwhat is
really sort of 19'" Century technology in many respects.

But once we start adding the overlay of
di stributed generation then it starts raising questions.
And the answers to those questions are going to be very
| ocati on-specific.

So, the bigger -- how big is the wire, how nuch
generation are you going to put on it?

| nmentioned this generating unit way out at the
landfill, well, it was out at the end of a very snal
distribution feeder wire. |If it's closer to the
substation, it’s less of an inpact.

If it’s further out, then you m ght have to
reconductor that whole |ine, which could be m|es of
reconductoring at consi derabl e cost.

One of the things that we're trying to
understand i s how nuch generation, |ocated where, has
what kind of inpact. And so we are in the mddle of
studies right now, nodeling studies, and we’ve engaged a
consultant to help us out on this, where we’'re testing
out generating units located in different places of a

certain amount of aggregate size. Cbviously, these
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generating units may individually be smaller than that,
but in aggregate they may reach those sizes.

So we understand how nmuch starts tipping you
over, because a small anobunt not a big issue. As the
anount grows, depending on how big the facility is, and
how long it is, and how cl ose you are to the
substations, the inpacts are different.

So, what we find is that it really depends a | ot
on |l ocation, which is why helping to provide information
to people who want to devel op, so that they understand
that w thout our having to do studies for every
potential place, because we can’t do that, that’s cost-
prohi bitive, but so that we can hel p people get the
right price signals, the signals to develop in the right
pl aces where the inpacts are the less, or the system can
nore readily accomobdat e.

The ot her point that you nade, that | think is
exactly on point, is cost versus rate inpact. A |ot of
what | was describing is the rate inpact because of how
the costs are all ocat ed.

In other words, any tine -- today, any tinme we
have an increase in cost it all goes into tier 3 and
tier 4 on the residential side, and that nagnifies the
anount of the rate increase. And at sonme point in tine

that just is not going to work anynore.
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So, it makes the cost increase that nuch nore
important. If it was not magnified in such a way then,

you know, the strategy we used to adopt is, oh, it’s a

smal |l inmpact. Right, you know, a tenth of a cent raise,
or a buck on a bill or sonething like that, that’s not a
bi g deal .

Wll, that’s not the case, now, for sone

custoners in sone areas. And we’'ve seen in PG&E' s
service area, for exanple, a lot of concern in Kern
County because of the inpact on rates when the sunmer
cones. And they -- people incorrectly blamng it, |
think, on neters, when it was really rate structure.

And we don’t want to get into a position where
the next smart neter is distributed renewabl e
generation, we’'ve got to fix that problembefore it
beconmes untenabl e, not afterwards when we’'re scranbling.

But to ne it’s nore rate inpact than cost. Cost
is inmportant, | don't want to say cost isn't inportant,
but because of that magnification affect, because of
tariffs, and bills and statutes, rate inpact becones
even nore inportant.

COMM SSI ONER PETERVMAN:  And | appreci ate your
comments that rate design is going to be critical when
we’ re thinking about, then, how those costs are

al | ocat ed.
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Val erie, you had a coment?

M5. WNN:. And, well, just for PGE, | think al
of the utilities probably have some sort of distribution
nmoder ni zati on process, you know, underway and we’'re
certainly working hard at that.

But | think in terns of how nmuch nore would it
cost to accommodate nore DG | think one of the ways
we’'re looking at trying to contain cost to custoners is
| ooki ng proactively at identifying where are those best
pl aces to put the DG systens.

And if we can work to identify where those are
up front and, you know, give people the right signals,
that can really help reduce the cost to custoners and
hel p reduce what’s needed to upgrade the distribution
syst em

But, you know, in reading through the Status and
| ssues Report, you know, the CEC team correctly
identified there are over, what, 225,000 mles of
distribution circuits in this State.

And to undertake a process to update that
significant chunk of infrastructure, that’s not
sonet hing that can be acconplished short term And |
t hi nk, you know, sonme systematic process to do that,
while at the sane tinme we’'re seeing changes in

technol ogy that could really drive down the cost to do
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that, you know, where do we find that right balance, and
that’s going to be sonething that we keep tal king about.

COW SSI ONER PETERVMAN:  Thank you. And as was
noted by Suzanne, the Conm ssion is working on the
geographic location options around the DG and so maybe a
first step would be | ooking at those allocations and
seei ng, then, what would be the necessary distribution
upgr ades.

Val erie, sonething for now or for later in your
comments, you tal ked about just the inportance of
expanded eligibility of resources and that we have had a
diversity of bidders for the current solicitations.

Does that also result in a diversity of successfu
applicants? O has that is nore the question?

M5. WNN: | guess, as the industry has matured
sone, I'd say it’'s in peaks and troughs. | nean,
certainly, in the last few years we’ ve seen a bit of
consolidation, | think, in say the solar industry.

So, we may have had started out in, say, 2007 or
2008 where we had a couple different providers. W had
Opti Sol ar, we had, you know, different --

COW SSI ONER PETERVMAN: | was thinking nore
about the resources, thenselves, versus the actual
providers. So, all of you have a diversity of bionass,

wi nd and solar bidding into the process. |In terns of
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what actually comes out as successful, is that stil
representative of that mx or is it predom nantly solar?

M5. WNN: [|’'d say today and going forward it’s
probably going to be nore of a mxture of wind and sol ar
resources. There are limted opportunities to expand in
t he bi omass and the geot hermal arenas. Bionass just
because of the availability of feedback and geot her nal
just based on, you know, the available sites for that.

So, | see nore wi nd and sol ar goi ng forward.

COW SSI ONER PETERVAN: Wl |, also in your
comments, that you comented on the trend we’'re seeing
in the swtch fromsolar thermal to solar PV, and what
the inplications for that mght be just in ternms of the
resource attributes, and sone of those consequences.

And, Gary, you got into this in yours.

Let nme just raise ny final question because it’'s
to Gary, as well, and in the interest of tine, and that
is that you pointed out, in particular, the need to
focus on standards, first. And we talked a | ot about
permtting, but | feel a little bit |ess about standards
and appreci ated those comments, and woul d wel cone any
suggestions you have for speeding up the standard-
setting process.

MR. STERN: Yeah, | think as Wayne pointed out,

| nmean the standard-setting process is a relatively slow
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one. Safety tests for DG for instance, | understand
that i nprovenents are likely to take two or three years
to inplenent.

So, | don’t know how nmuch we're in control to be
able to inprove these, the timng associated with
getting these done, but it’s a necessity to get it done
right and get it done at the outset of launching into a
substantial expansion.

M5. KOROSEC. Al right, | know we’'re bunping up
agai nst the lunch hour, but | would |ike to give our
ot her panelist an opportunity, if he would like to nake
any responses to what the utilities said or have any
guestions for them And we also do have one question on
t he WbEx that we want to cover before we break for
| unch.

Any of our other panelists |like to say anything?

MR. MJURRAY: Hi, Gary, this is Ed Murray from
Aztec Sol ar and Cal -SEIA.  You nentioned a cost of
$8,500 a watt, a kilowatt for PV, residential PV, and |
just wanted to clarify we’'re seeing costs around $6, 000
a kilowatt.

MR. SAKARI AS: Actually, that was ne.

MR, MJRRAY: Ch, I'msorry. Sorry, \Wayne.

MR, SAKARI AS: You can blane ne for that.

COW SSI ONER BLANCO:  Ckay.
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MR. SAKARI AS: That was ny understandi ng of what

we were seeing in the CSI, so there may be like a | ag,

al so.

MR, MURRAY: Thank you.

MR, ZICHELLA: Hi, Carl Zichella, with NRDC. It
was interesting earlier to hear, | forget which one of

you raised it, you all made good points, but the idea of
grid controls on the distributed side.

I think one of the issues that also needs to be
added to that is visibility to the systemoperator to
hel p coordinate and be able to utilize the demand
response that could come fromthose grid controls to
hel p do larger-scale renewabl e integration as well.

So, | see that in Germany, which has added an
enor nous anount of distributed generation in a
relatively short tinme, that they do have a different
met hod of integrating their distributed generation.

And understandi ng that we have a |lot to do on
our grid to catch up to that, it seens to nme though
there is a nodel that we can |l ook to, to see about grid
controls, and that there nay be sone as close to off-
the-shelf as you can cone in this kind of stuff,
technol ogy that exists.

Spain has also integrated a | arge anmount and did

a presentation at a stakehol der event a couple of years
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ago on howthey did it, it was very interesting.

And it leads to a conclusion that having better
i ntegration across our bal ancing area authorities,
bet ween and anong them and private could also play a
role in this. | wonder if you could comment on that?

MR. STERN: Yeah, | certainly agree there’s
| essons to be | earned and things we’'re going to have to
do associated with the nonitoring and control systens
conpared to what they’ ve got in Europe.

At the sane time, | think if you went to Germany
or Spain and | ooked at what they did in terns of the
costs associated with how they got to where they did,

t he expensive, state-subsidized feed-in tariffs, that we
can also learn a lesson that that’s not the way to go.

But, you know, going back to your original point
the -- it will be critical, especially if we’'re |ooking
at substantial expansion, to have the visibility, to
have the control necessary for the systemoperator to
deal with this in a way that they don't today.

And there’'s a cost and a tine elenent to
achieving that but, again, it’'s necessary. W really
can’t go forward in a way where we put things out on the
grid that we can’t see, that we can’t control, that
we're just going to hope we're going to be able to

maintain the reliability standard that we’ ve becone
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accustonmed to and that we deserve.

M5. WNN:. And | think the other part of that is
goi ng to be hel pi ng devel opers understand, |ike when the
| SO seens them and can perhaps control the generator or
say you can’t output to the grid now, that can lead to
ot her issues for devel opers with respect to can they
finance their project.

Certainly, curtailnment of renewables in our [ ast
RPS plan was a really hot-button issue. And, you know
if people are curtailed nore than they’ re expected,
they’'re not going to get the returns on their project.

So, | think they’'re all very good issues and we
need to work through those.

MR. ZI CHELLA: Yeah, that’s a very good point
and | think a point that I'll elaborate on after lunch a
little bit is the idea of regional coordination was
raised by Ms. Kersten earlier, not fully addressed in
t hi s docunent.

But when we start tal king about curtail nent, we
have to | ook nore broadly geographically about where
resources are comng from their generating
characteristics, how they can conpl enent each ot her
Al'l of our balancing authorities in California are not
integrated, so we can’t take advantage, necessarily, of

all of the flexibility that we have in the system across
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all of our authorities right now.

When we | ook at the problens encountered with
integration, and along these very lines, in the
nort hwest and ot her areas, we have an ability and a
mar ket opportunity for our generators, for our State to
create enploynent, jobs, econom c devel opnent by taking
advant age of this and coordinating nore broadly with
these entities.

It seens to nme these are solvable problens wth
exi sting opportunities, if we're willing to innovate
nore on the policy side and on the business nodel side
of how we’re doi ng busi ness right now

| think we’re limting ourselves unnecessarily,
and it’s costing us a lot financially and in ternms of
reliability.

M5. KOROSEC. Steve, yeah, go ahead.

MR. KELLY: | have two comments. Actually,
these were on ny talking points, but [’'ll bring them up
now because they’ re responsive to sone of the comments.
And since | was at the last of the panelists, | guess
this is a formof queue junping, so |I’m exercising sone
rights here.

M5. KERSTEN: As long as that’s not in the
di stribution queue.

MR. KELLY: After watching the ISO for years, |
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know how to do this really well.

(Laught er)

MR. KELLY: The first conment is on, you know,
t he notion of how many people are participating in the
RFGCs, and we all applaud the fact that this conpetition
is really robust. And that’s a really good thing
because it drives down costs to consunmers and everyt hing
el se.

I would just throw this thought out, though,
that we nay be getting to the point where we need a
little discipline on this. Wen | ook at a need of,
say, 15,000 to 20,000 negawatts of renewabl es and an | SO
gueue with 80,000 people init, it becones al nost
unmanageabl e to st udy.

And that is inpeding the ability for people to
devel op projects because of the conplexity of all of
t hat .

| EP has been a strong advocate of integrating
into the evaluation project viability. W think that's
been hel pful over the | ast couple of years.

| was pleased to hear that you guys woul d
probably agree with that.

And we may need to | ook at that issue as a too
to help informthe marketpl ace about what the utilities

need, which m ght have ancillary benefits of reducing

CALIFORNIA REPORTING, LLC
52 Longwood Drive, San Rafael, California 94901 (415) 457-4417



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

102
the size of the |1SO queue, or the perneating queue, or
sonme of those other things that are draining resources
and del ayi ng the devel opnent of the infrastructure that
we're all trying to achieve, so just one observation.

The second coment that | make is on the timng
issue that Gary pointed out. And while |I agree that,
you know, we have a policy goal to achieve a certain
anount of renewabl e penetration by 2020, so we have sone
time. | do think, though, that given the conplexities
of infrastructure devel opnent, both transm ssion,

di stribution, and generation and the tinme that it takes
to do that, that we are actually nearing a point where
we have to make deci sions.

There’s a | ot of stranded generation if
transm ssion doesn’'t get built. Transm ssion takes
seven to eight years. |If we back that out, we're al nost
at the point, | think, where those decisions have to be
made, the decision to invest the noney, the capital in
the T&D and in the generation.

W are getting to a point where if we want to
have that online by 2020, we don’'t have unlimted
amounts of tine, so that was another observation.

MR, STERN. Yeah, and certainly tinme associ ated
wi th making transm ssion investnent decisions is a very

different matter. | was really thinking nore of we’ve
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got a couple nore years where we need to establish
standards, and |learn how we’'re going to handle the
operability.

That doesn’t nmean we shouldn’t be noving forward
with finding ways to inprove the distribution system and
maki ng what ever progress we can.

And it certainly doesn’t mean we shoul dn’t
continue to work as hard as we can towards achi eving our
goals. But immediate inplenentation in the next couple
of years, of localized resources, for instance, isn't as
critical as establishing the franework to have a
successful inplenmentation over the tinme period, the
mar at hon, | guess, that we heard tal ked about before.

Just adding to your point regarding the
i nt erconnection queue issues, one of the major hurdles
that we need to find a way to overcone, and | think
there are people trying to work through this now, is
that the situation that you described is really for
| arge projects, that we have this overwhel ned queue that
requires all of this analysis.

We're | ooking at the potential to creating a
simlar parallel problemfor the small generators when
we | ook at this expansion of |ocalized generation
because we wi Il be overwhel m ng the queue and the study

necessity associated with those interconnect requests if
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we don't find a better way to do it than we’'re doi ng
t oday.

MR. SAKARIAS: And let me just sort of add to
that. R ght now, if you re small enough when you do the
eval uation, we do everything serially. W don't say
let’s take all of these projects and put themtogether
and find out what the facilities can accommpdate and
what you need to do, which is what the whol e | SO queue
process does is it takes groups.

And ny concern here is that if we do things
serially, we're going to get to a point where you're
going to have one generator who's going to, you know,
hit the wall, and he’s not going to be able to devel op
at all because everybody el se kind of got in front of
him and you're not thinking of these things as a group
internms of total inpacts.

And | think it mght conprom se reality -- or
reliability, rather than help it.

Al'l your other points, | don’t disagree with you
at all. | mean transm ssion lead tine, SDGE s a poster
child for howlong it takes to get transm ssion built.
And so is the Tehachapi’s is another. You know, | nean
t hat one’s been going on forever.

And, al so, you know, one reason why utilities

aren’t at 20 to 22 percent, or nore, nowis just the
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whol e lead tine of getting -- going through the auction
process, and financing process, and all the rest of it
and getting approval s done, and so on and so forth, it
just takes tine.

So, you know, we’re planning today for
generation in the latter part of the decade. So, |
think all of your points are quite correct.

M5. WNN: And this is why we think maybe
planning for a little bit nore transm ssion as opposed
to, you know, something fitting absolutely perfectly
wi th what we know today, a little bit nore m ght be
better.

MR. FERGUSON: Wayne, why is that the utilities
haven’t gone to a cluster approach for |ooking at DG
projects, like the --

MR. SAKARIAS: Well, thisis -- thisis -- if |
understand it right, but I’mnot an expert and nmaybe
Gary is, but if I understand it right, this is the
battl e between Rule 21 and the whol esal e distribution
access tariff. Were the WDAT contenpl ates a different
eval uation than the Rule 21 does.

And there’ s a process at the PUC going on right
now to figure out what’s the best way to integrate these
two structures.

And, unfortunately, it’s very conplex. | talked
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about sone of ny history, and ny history also is dealing
with Rule 21 back in the eighties, when we were all way
| ess sophisticated than we are today. And, man, was
that a tinme-consum ng process.

So, it’s unfortunately tinme consum ng, but I
think the PUC s on the right track. [It’s got to be
resol ved because we’ ve got the FERC, the WDAT, we’ ve got
the Rule 21, and they're different.

MR. FERGUSON: Yeah, | understand that but I
mean especially on the Rule 21 issue, | nean you’ ve got
to | ook at everything comng in that's going to be on
that circuit, and so there’s no way to do it.

MR. SAKARIAS: But we -- but we're not -- we're
not able to under the rule, as we have to do it as they
cone in, one at a tine.

MR. STERN: But that’s one elenment of it, but I
think the real problemis if we're looking at a -- an
exponenti al expansion of the nunmber of potenti al
requests for localized generation, then I think we need
to revisit the whole process and we need to -- | think
consi stent with what Wayne was tal ki ng about, we need to
devel op sone proactive, rather than reactive approach to
i nt erconnecti on.

MR. FERGUSON: Yeah, I'’mgoing to talk sonme nore

about that, just in general both the whol esale, DG and
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the whole thing. | nmean I'I|l attenpt to sort of
sumari ze ny reaction to the report which, you know, at
a detail level is very good.

But in general | think many, nmany of these
probl ens and i ssues are exacerbated because we’'re in
this reactive node and not in a proactive node. And
it’s scary to go there because, you know, it takes
direction and sonebody has to stick their neck out and
say that. But we'll talk about that nore this
aft ernoon.

M5. WNN: Yeah, and | just think one of the --
one of the challenges is the 1SGs can’'t share
information with other people who m ght be in, say, the
sane area to interconnect.

But there’s nothing to keep devel opers, who may
know that they’'re all trying to develop in the sane
area, frominitiating sonme sort of a collaborative
process and | earning sonething there. | nmean that’s
sonething that’s been -- that’s been di scussed. But,
yeah, how do you get everyone who can share information
to want to do that.

COW SSI ONER PETERVAN:  And, Julie, we wanted to
of fer you the | ast word, not because you're ny forner
boss, but because you' re from our sister agency.

M5. FITCH | actually just wanted to cone back
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to the -- make a clarification point related to the
di scussion we had at the begi nning about viability and
t hen, you know, potentially decreasing failure rate of
contracts.

I was going to nake a distinction simlar to
what Gary just nade about size, when we’re tal king about
that. | think that nost of that discussion related to
|arge utility-scal e projects.

| think we’'re at a nuch earlier point in the
| earning curve for projects, in what I would call the
medi um si zed proj ect range, you know, the under 20
megawatts and nore than two or sonet hi ng.

So, | think we’re slightly in danger of
repeati ng sone of that experience where in the beginning
of the |arge-scale projects we had, you know, sort of
bid to win, and then we figure out what the cost
actually is. W may be repeating that a bit in the
medi um si zed cat egory.

So, I think we need to | ook at sonme | essons
| earned and, hopefully, you know, figure out how to use
themin when we see the expansion of the nediumsized
mar ket .

COW SSI ONER PETERMAN:  And that woul d be great.
And if there are any strategies going forward with the

renewabl e strategic plan that would help with that,
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pl ease suggest them

M5. KOROSEC: All right, 1'd like to give an
opportunity, we have soneone on WbEx who would like to
ask a question, Ruben Figueroa. Ruben, your line’s
open.

| guess Ruben decided |unch was better than his
guesti on.

So, wwth that | would Iike to propose that we
break for lunch and reconvene at 1:30, if that’s al
right with the Commi ssioners. Al right, thank you
ever ybody.

(Of the record at 12:21 p.m)

(Reconvene at 1:35 p.m)

M5. KOROSEC: All right. Now that our panelists
have returned, we’'re going to go ahead and get started
agai n, everyone. Wl cone back

For the continuation of the panel discussion
this afternoon, we’'ll hear fromthe Cal -1SO and t he PUC
as well as the environnental organizations.

So, Neil, would you Iike to go ahead and start
us out?

MR. M LLAR  Thank you. First, on behalf of the
SO, 1'd like to thank you for the opportunity to
partici pate today.

My nane is Neil MIlar, Executive Director of
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I nfrastructure Devel opnent with the California | SO, and
|’ mhere to help where | can on the transm ssion
pl anni ng rel ated i ssues.

I’ mjoined on the panel by Mark Rothl eder,
sitting around the corner fromme here, who' s our
Director of Market Analysis and Devel opnment, who’s
primarily leading the initiative in the | SO addressing
renewabl e integration issues, so that’'s how we’'re split
up.

"1l be keeping nmy comments relatively brief
because as we have participated in earlier discussions
and presentations here, we're pleased to see that nuch
of our input has already been reflected in and incl uded
in the report. So, we're primarily here to answer
gquestions, where we can, especially on the transm ssion
I Ssues.

| should nention, though, that we al so see that
there is anple roomfor process inprovenent, especially
in the transm ssion planning side, and in the
integration of a broader range of inputs, including the
envi ronnmental issues, both in the forecasting of
generation that we do our transm ssion planning around,
as well as on the transm ssion planning, itself, the
actual transm ssion infrastructure.

So, we do see opportunities there and we’'ll be
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| ooking forward to working on those issues.

The other thing I should nention is that as in
t he past we see the transm ssion planning continuing to
| ook to the procurenent process and to rely very heavily
on the generation procurenent process for inputs into
the transm ssion planning environment. And that’s
sonmething we’ll be also continuing to | ook forward to as
we go forward.

Qutside of that, I'lIl be turning it over to Mark
and then be pleased to help with whatever questions we
can. Thank you.

MR. ROTHLEDER: Thanks, Neil. And ny nane is
Mar k Rot hl eder, Director of Market Analysis and
Devel opnment with the California I SO

And | have been working on the renewabl e
integration studies for the last two years, mainly in
support of the long term-- the CPUC | ong-term
procur enent planni ng process.

The renewabl e integration, it’s probably an
over-sinplification to say that this is a renewabl e
integration issue. |It’s really a changi ng environnent
in the supply fleet. And wth the renewable integration
we see increases in the anmount of variability, and we
see with the once-through cooling resource policy a

decrease in the flexibility of the fleet.
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W expect that we’ll have approxi mately doubling
of the operating ranping requirenents as a result of
increased variability and uncertainty due to the
renewabl e i ntegration increases.

At the sane tine we'll see approximately 15
percent of the flexibility, ranping flexibility of the
fl eet decrease as the once-through cooling resources
retire.

The studies so far | ooked at sonme boundary cases
and the results indicate anywhere from no additi onal
needs under sone optimstic expectations about energy
efficiency to -- anywhere to around 4, 600 negawatts of
needs of flexible resource capacity in a higher |oad
boundi ng case.

The 1 SO believes that it’'s inportant to | ook at
the full range of cases that can arise to ensure that we
mtigate and bal ance the risks with the benefits of the
renewabl e integration fleet.

If we | ooked at the 4,600 negawatts we do -- we
have to start parsing that out and there’s additional
work to be done in ternms of that.

Sone of those resource needs will also need to
be met to satisfy local capacity requirenents. And so
t he next round of work between now and March, we’'ll be

i nvestigating what the |ocal capacity requirenents are,
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what the residual renewable integration needs are for
fl exi bl e capacity.

At the sane tinme we’ll also be |ooking at
alternatives to neeting that capacity. |It’s not
necessarily the case that a gas fleet is the only
solutions. There may be other solutions. But the
solutions need to be | ooked at in the context of the
time for devel opment of those options, and then the
realistic ability to inplenment those alternatives in the
time frane we need.

In parallel with this, the 1SOis conducting
mar ket product review, where we’'re considering new
mar ket products to support renewable integration. And
t hose may be ranping products, they nmay be | onger term
capacity products.

At the sane tine we'll be continuing to conplete
our studies, look for alternatives. And as well, one
inmportant thing is how do we bridge the current
situation and | ook at existing resources and what
exi sting resources need to be maintained, at least in
the transitional period between now and 2020.

So with that, | believe the status report is an
accurate representation of the current state of the
renewabl e integration studies. There’'s nuch still to be

done in the next six nonths to a year and we | ook
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forward to answering any questions about the work that
has been done so far and future work.

COW SSI ONER DOUGLAS: So, thank you for that.
| do have one question. What do you see is the best
processing and timng for better integrating |and use
and environnental considerations in transm ssion
pl anni ng, both kind of nearer termand | onger term
transm ssi on pl anni ng?

MR. MLLAR Well, when we tal k about the best,
that’ s always that tension between the tine it takes to
deliver the product, how deeply should we go into the
envi ronnental issues for the sake of nore thorough work
up front, but increasing the tinelines, versus the
urgency of noving on with some of these activities?

We do see the need to further incorporate
environmental issues in the near term The nethod we're
| ooki ng at is encouraging stronger input on those issues
in working wwth the CPUC in devel opnment of the
generation portfolios that we're using as a part of our
pl anni ng assunpti ons.

That seens to be the best point or the best way
at this point in tinme to get the generation-rel ated
environnmental issues fed into our broader planning
process.

When it cones to the transm ssion |ines,
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t hensel ves, we are |ooking to see what we can do to pick
up additional information and take into account
addi ti onal considerations probably, initially relying on
the information that the transm ssion owners already
have, as they have a very good awareness of the
environmental issues in nmuch of their service areas. So
that gives us a starting point.

At this point we haven't defined the |ong-term
plan for how far to go because | think we need a pretty
good di scussion on where to find that bal ance between
the 1SO going further into these issues on one hand,
where it’s still much nore conceptual, versus the
additional tinme and costs that it takes up front and can
add to the process tine going into those issues.

So that part, to ne, is a work in progress and,
to sone extent, we'll be | ooking to see how sone of
t hese recomendations factor into that as well.

CHAI RPERSON VEI SENM LLER: It seens |ike the
ot her issue you face, which certainly you face it with
us and with the PUC, is there’s a real distinction, say,
in our demand forecast between a staff demand forecast
and a Comm ssi on-adopted demand forecast, and they're
not identical until the Comm ssion adopts them they' re
just a proposal.

And, simlarly, at the PUC obviously there’'s a
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| ot of assunptions in the long-termplan that there’s
sone sort of staff influence around, but until the Fifth
Fl oor speaks, they’'re not really adopted, per se. So,
exactly how to build that tension in, too, in terns of
timng.

So, | guess in terns of the timng of the
process we’' re obviously still evolving, it's still a
work in process. But | guess what |’ m suggesting is
that all of us need to take into account that as you go
t hrough these you’'re going to clinb onto assunptions
which, ultimtely, the Comm ssion -- either one of the
Comm ssions may well change sonewhere in your process.

MR. ROTHLEDER: Results for the renewable
integration are largely driven by the assunptions and
that’s why we believe that it’s inportant to | ook at the
range of assunptions, and the range of potential results
around the range, rather than just |ooking at single
points, and then | ook at the probabilities of those
ranges materializing.

CHAlI RPERSON VEEI SENM LLER:  Ri ght .

MR. ROTHLEDER: And that m ght help informthe
overal | process.

CHAI RPERSON WEI SENM LLER: Wl |, certainly, that
book-ending is very inportant. Although, obviously, one

of the questions the decision makers always push on you
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is exactly what is the range of uncertainty around the
results?

| renenber when | was doi ng, you know, due
diligence for the banks, that one of the things |I was
called in was soneone el se had done due diligence for a
bank in Texas, for a project which was probably the nost
efficient plant comng on to the ERCOI system which
went into bankruptcy like within six nonths.

And the thing is it was nost efficient, but when
you | ooked at transm ssion, environnental contracts, and
everything el se the actual system di spatch was nowhere
cl ose to what the nodels cone up with

MR MLLAR | should nmention, as well, on the
transm ssion planning side we don’t see the consequences
of being alittle Iong being the opposite of being a
little short.

So, while we also | ook at the scenari o approach
and study a range of scenarios, given the consequences
of not having enough versus having a little too nmuch, we
do have to err on the cautious side.

CHAl RPERSON WEI SENM LLER: Right. GCkay, next.

COW SSI ONER PETERMAN:  Hello. | was just
wondering what options are there or further options are
there for prioritizing what’'s already in the queue?

W tal ked earlier about sone further project
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viability screens, and Comm ssi oner Dougl as has brought
up sone of the |land use and environnent al
consi derations, but I’mjust |ooking at the anount of
megawatts that’s currently trying to connect and if
there’s sone opportunity within that to further
prioritize?

MR MLLAR Well, for us, obviously, that’s a
huge chal l enge. The over-supply, the very | arge nunber
of projects in the queue obviously nmakes it much nore
conplicated on the transm ssion planni ng side.

Two things we’'re looking at in the short termon
that and one is the increased reliance on CPUC
portfolios to help drive the system planning and the
policy-driven projects that we’'re | ooking at advanci ng
t hrough the transm ssion planni ng process.

The other is to increase the anount of
i ntegration between the transm ssion planning, the
statew de or the conceptual and conprehensive
transm ssion plans we do conpared to the interconnection
process.

And, actually, we just posted a few days ago our
second draft of a straw proposal in that regard to
i ncrease the coordination between those two. And
| ooking at nore of the network upgrades related to

generation devel opnent being driven on a policy basis
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for those resource-rich areas, and then turning nore to
t he network upgrades identified through the generator
i nt erconnection process to nore catch the outliers that
want to proceed despite not necessarily being part of
what was considered to be a resource-rich area.

COW SSI ONER PETERVAN:  Great. And then ny
second question, and there’s others on the panel who
m ght be able to answer this further, relates to the
WECC s ten-year strategic planning transm ssion process,
and | was just wondering if there’'s any -- | know that
that process is not conplete and the report’s not done,
but is there anything you want to draw out attention to
that m ght conme out of that, that will affect sone of
the 1 SO s decisions or planning going forward?

MR MLLAR For us, not specifically at this
point. W see these coordination efforts to be
informational. They' re very hel pful in understanding a
broader range of alternatives, but at the end of the day
we have to take up our own analysis and carry forward
the projects that we see providing value for the State.

COW SSI ONER PETERVMAN:  And sorry, | actually
had one nore question it turns out. W'’ve talked a | ot
about the inportance of visibility of DGto the |1SO, and
you’ ve comrented on this in our distributed generation

wor kshops.
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It’s nmy understanding, though, that the
technology to do the renpte telenetry is not that
expensive and just wondering if you ve |ooked into this
further and to what extent that truly, now, is a problem
that’s not sol vabl e?

MR. ROTHLEDER: W are undertaking a study right
now, that we’'re conplete at the end of the year, | ooking
at distributed energy resource visibility and controls,
and | ooking at both the costs and the operational
benefits of having additional visibility.

Certainly, with | arge anounts of distributed
generation it nmakes | oad forecasting a bigger challenge,
especially if it’s behind-the-neter generation.

And | think there will be -- for different
technologies there will be different approaches. Sone
of themmy be direct telenetry, sone of them nmay be
forecasting capabilities and i nproving forecasting
ability related to that technol ogy.

So, we’'re looking at all those things, we're
| ooki ng at the costs associated with the technol ogi es
and bal anci ng that agai nst the benefits of having the
increased visibility and controls.

COMWM SSI ONER PETERVMAN:  Great, so that’'s by the
end of the year, you said?

MR. ROTHLEDER: Yes.
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COW SSI ONER PETERMAN:  Thank you.

M5. KERSTEN. | have a question about the tug-
of -war between California being an autononous, nmaybe
eventually a net exporter of renewables versus the need
to maybe establish a bal ancing market with other west-
wi de entities.

Al ready the northwest, for exanple, is having
probl ens integrating renewables into California.

There’s issues with dynam c transfers, eventually nore
frequent, 15-m nute scheduling on interties, et cetera.
|’ mjust wondering if you can el aborate on the need to
be aut ononous here, in California, versus how nuch do we
need to rely on west-wide initiatives to be successful?

MR. ROTHLEDER: Well, certainly, we know a
certain amount of the renewables will be com ng from out
of state. In ternms of making coordination and
redi spatch capabilities nore flexible across the west,
it’s double-edged. And it actually will, one, allow for
nore variability to be transferred to California, where
we’ d have to bal ance that for that variability.

On the other hand, it al so provides an
opportunity to nmake use of west-w de resources to do the
bal anci ng.

I f balancing authorities could already bal ance

the variabl e resources, they would probably not be
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seeking to use dynamc transfers to basically transfer
that variability to California

So, there’s already neans and nechani sns for
peopl e to bal ance -- external balancing authorities to
bal ance that variability, but there’'s -- as you can see,
there’s already pressure to transfer that to California.

So, | don’t know how it will ultimately cone
out, but I think there’s both positives and negatives in
terms of the west-wide interaction. It could help
mtigate the variability, but it also could transfer
additional variability to California.

M5. KOROSEC. Al right, Julie, you want to go
ahead?

M5. FITCH  (Okay, thanks. First of all, |
wanted to conplinment, as many ot her people have, the CEC
staff’s work on the paper. | think it’s both a
conprehensive and a very accurate picture of the issues
that are before us.

PUC staff are still sort of going through it, so
if we find anything that we can provide info and be
hel pful, we wll.

I guess nmy coments fall into four categories.
|’ mgoing to spend nost of the tinme on planning issues,
then also say a little bit about integration,

permtting, and DG i nterconnecti on.
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And just on the planning issues, at the very
hi gh | evel, the hundred-thousand-foot |evel, on ny
reading of the report | was struck by the fact that it
reflects sort of our uniquely California schizophrenia
over whether we really want a planni ng-based paradi gm or
a mar ket - based par adi gm

We face in the fossil generation world, too, but
it’s sort of -- it just struck ne that, you know, of
course we want both, we want a planning structure that
pl ans enough so that we get the benefits of the market
in a way that, you know, nmakes sense and keeps cost down
but | guess we haven’t hit upon, as a policy-nmaking
comunity, exactly what that sweet spot is. \Were
t here’ s enough planni ng, but not too much pl anni ng.

| think the PUC, as an institution, |eans a
little bit nore towards the market-based approach
because we’'re the ones who have to worry about the cost
at the end of the day.

But, of course there’'s, you know, costs either
way if you get it wong.

But I think we do worry, to sonme degree, about
potentially over-engineering this planning process. You
know, a good exanple would be the DG regional goals.

Not that it’s a bad idea to have goals at a regiona

level at all, but if we are too rigid about adhering to
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those, we may m ss opportunities in other areas that we
don’t know about or, you know, we have inperfect
i nformati on when we do our planning process.

So, you know, it’s finding that bal ance of
pl anni ng and then, you know, the market actually
identifying opportunities that we may not antici pate.

Simlarly, I think I’ve joked nore than once
that, you know, in California, sonetinmes, why have one
program when two or three will do.

We have, you know, a lot of initiatives trying
to get at a small nunber of objectives and |I think we
have to be careful to not conme up with a new program or
a new plan when, you know, naybe tweaking or just
nodi fyi ng sonet hing that we were al ready doing woul d be
nmore effective. So, that’s ny hundred-thousand-f oot
| evel comment.

But in ternms of planning, generally, | think
we’ ve been nmeking very good progress with the 1SOin
terms of integrating our transm ssion and procurenent
processes.

You know, we have the MOU that | think everyone
knows about, where we trade information. | viewit nore
as an iterative process. W’'re not going to get it
right this year, probably not next year, either. But we

get nore and nore information and we get better and
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better at know ng, you know, what the appropriate
scenarios | ook |ike.

W’ ve al ready had di scussions, as nost of you
know, about incorporating the results of the DRECP, when
those are available, |I think that will be inportant.

And we’'re certainly looking forward to that.

As we do that, | think it’s inportant that we
keep sort of the dual focus that RETI actually started
out with, which is to focus not only on environnental
screening, but al so econom c screening, so we nmake sure
we’'re not just exclusively focusing on the environnental
to the exclusion of cost is ny thenme for the PUC.

Let’s see, | think one of the concerns that the
PUC has had about transm ssion planning in general has
to do -- it’s sort of perpetuated in the way that the
report actually lists the transm ssion needed for ARRA
gener at ors.

W want to -- | think we're trying to nove away
from having a situation where we’re planning
transm ssion for particular generators. And it may be
that those ARRA generators do have particul ar needs, and
so we’'re kind of having a timng di sconnect.

But in general | think we want to nove in the
direction of having the transm ssion cone first so that

we -- you know, so that we have the zones identified and
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t he transm ssion would be avail able, so that we can
encourage generators to site in a way that nakes sense
for -- you know, based on our planning screening.

So, because while it’s true that, as | think it
was said earlier, that generally speaking transm ssion
i s cheaper than generation, |lots of transm ssion going
to one or two generators is probably not a good idea
econom cally, anyway, even if it is cheaper than
generati on.

And also, | thing transm ssion costs are grow ng
faster, at least in sone parts of the State.

I think, in general, we’'re trying to nove away

fromsort of the interconnection-only based transm ssion
pl anni ng and nove toward a nore holistic approach.
We're really hopeful that the transm ssion planning
that’s going on now, at the I1SO wll give us better
cost information about, you know, what we shoul d be
| ooking at for the next couple of years.

Let’s see, | guess that also leads ne to
sonet hing that some of us have tal ked about a number of
times, which is the interplay between transm ssion,
generation, and our resource adequacy rul es.

You know, sone of us have experienced this for
particul ar projects where, you know, it naybe that

transm ssion is needed to make a project one hundred
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percent deliverable in all hours of the year, but maybe
there are better solutions that -- where it could be
deliverable 99 percent of the tine and we could find a
much cheaper option, |ike demand response, or storage or
sonething else. So, |ooking at sort of resource
adequacy on a nore system basis, rather than on a
proj ect-by-project basis, | think we need to | ook at
that carefully as a State.

That also | eads to the second topic |I was goi ng
to bring up, which is integration. 1 think we -- you
know, in the context of the PUC s | ong-term procurenent
pl anni ng process there was a settlenent filed, | think
everyone knows, that basically says we don’t have enough
i nformation, yet, about information needs to really make
a decision this year, but we think we’'ll have better
information next year. | think | generally agree with
t hat, anyway.

But |I think, as | said before, | think it's a
nore iterative question, but it also interplays with the
resource adequacy issue in the sense that naybe we need
to start -- | think we already are thinking about nmaybe
there’s new products or new, you know, options that are
not transm ssion, that can produce the sanme benefits,
you know, for integrating renewabl es.

So, you know, | think we’'re going down the path

CALIFORNIA REPORTING, LLC
52 Longwood Drive, San Rafael, California 94901 (415) 457-4417



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

128
of investigating those options and nmaybe the | SO markets
can help us out there.

Let’s see, just briefly about I think sonme of
the permtting issues. | think we’'ve nmade a trenendous
anmount of progress, with a ot of support fromboth the
| ast Governor’s office, and this Governor’s office, in
ternms of having much better conmunication between the
permtting agencies.

There’s references in the report, a nunber of
times, using the word “overl appi ng” permtting.
actually think that there’'s not that nuch overlap. |
t hi nk nmost of us, who do this every day, know where the
seans are, but maybe there’s sonme work that we could do
to better educate devel opers, who are in the early
st age, about where those seans do exi st and where our
separate authorities are.

I think, you know, we could do a better job of
making it transparent.

But, in general, | don’t think that there’'s that
much overl ap.

And then one nore, final comment on the question
of DG interconnection was nentioned earlier, there is a
process just starting at the PUC to | ook at --
basically, figuring out what’'s the right way to go about

handl i ng DG i nterconnection, you know, the |arge nunber
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of requests that we have right now, w thout necessarily
joining the question of what’s the right jurisdictional
venue for that.

I think we want to focus on what’s the right way
to do it and, you know, worry about sort of the
authorities | ater because we really want to get this
done.

And so there's fairly intensive, | think there's
weekl y nmeetings schedul e over the next couple of nonths
to try and get sone agreenment about the technical issues
of howto do the interconnection at the DG | evel.

And then, so, we appreciate the support we’ ve
al ready gotten fromboth CEC and |1 SO staff on that, and
there’s many other parties who are engaged, as well.

So, hopefully, we can nake sone significant progress on
t hat over the next couple of nonths.

So, | think that’s all | have to say for the
nonent .

CHAI RPERSON WEI SENM LLER: Great. | actually
wanted to thank you and thank the Cal -1SO for being
her e.

I guess one thing I'd ask both of you to think
about is, obviously, this report is based on information
we devel oped over the course of the spring and the

sumer, and so to the extent that you re having studies
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com ng out now, comng out in the future, it would be
good to point those out so we can feed those in and get
t he report updat ed.

So, particularly to the extent that Cal-1SO s
doing nore work on renewable integration, or you're
doi ng nmore work on cost or, as you said, Rule 21, and
just trying to make sure that as we get into the late
fall process and are w appi ng everything up that we
don’t suddenly reflect sonething that was goi ng on at
the PUC, say in May, as opposed to where you are at this
stage. And the sane with the Cal -1SO

COW SSI ONER PETERMAN: | just have a comment
and question. First of all, you know, thank you, Julie
for explaining everything that’'s going on at the PUC
It's very clear that your agency has a lot to do as it
relates to renewables and a | ot of responsibilities.

And | just wanted to use this opportunity to
poi nt out that your agency and ours are both under-
staffed. W’ ve got probably about 20 percent in
vacancies and we're in the process of starting to hire.
And so, really, one thing that can help all the
agencies, if you have good suggestions for people to
wor k, | ook at our websites and start applying to work
here because, obviously, there’s some big questions to

be sol ved.
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M5. FITCH Hear, hear.

COW SSI ONER PETERVAN:  Julie, |’ve been
i npressed over the years with sonme of the rate inpact
anal ysis that has come out of the PUC. | believe it was
maybe in '08, it m ght have been DRA, that |ooked at the
i mpact over 33 -- 20 percent RPS, and then | believe the
33 percent.

Can you speak to what, if anything, the PUC is
doi ng around that type of analysis, now because that
seens to be the key question we're all getting asked?

M5. FITCH  Sure. Well, as you probably know,
the new 33-percent RPS | aw requires us to do analysis to
get to a cost cap, essentially, for the program And so
in order to informthat exercise we're going to have to
do, but we have not yet started doing, sonme updating of
the cost analysis that we actually did -- at |east the
Energy Division did it in 2009, and | think there are
sone separate DRA studies that |"'mnot -- | don’t know
the details.

But so, yeah, in 2009 we did a study. W’'re
intending to update it, but we actually have to go
t hrough the RFP process to hire a consultant to do that,
to help us do that.

But as part of the RPS, our responsibilities

under the RPS will definitely be, and it’s sort of in
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coordination wth the |Iong-term procurenent planning
process because, obviously, depending on what scenari os
you | ook at the costs may be different.

So, we're trying to coordi nate those efforts and
cone up with another study that updates the cost
assunptions that we had from 2009.

COW SSI ONER PETERVAN:  That woul d be great.
And as you' re | ooking at the scenarios, it would be
great to see a scenario that also has nore DG versus
not. Since we don’t get to issue those RFPs very
often --

M5. FITCH That's definitely on the |ist.

COW SSI ONER PETERVAN:  Okay, good.

And we tal ked earlier about what distribution
upgrades m ght be necessary anyway to the system and,
agai n, can you speak to perhaps what is being required
of the utilities regardi ng understanding the
distribution infrastructure, where the upgrade needs
are, and so on?

M5. FITCH | think, | mean there’s multiple
efforts going on. There's, you know, smart-grid-rel ated
proceedi ngs at the PUC.

But | think in this context we’ ve been nore
focused on just being transparent about where there’s

avai lability on the distribution system Not so nuch on
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upgr ades needed.

I think, you know, we have a |lot of work to do
in ternms of figuring out what the costs of various
upgrades, that are necessary, really look like. | think
we're only at the very beginning of that.

But, I nmean, we’'re definitely aware of it and,
you know, | ooking at in various forns at the PUC

COW SSI ONER PETERVAN:  So, in terns of where
there’s visibility is that something that's readily
avai l able as we’re thinking about if there are regional
targets on DG where there m ght be sonme overlap there?

M5. FITCH You nean in terns of availability on
t he systenf

COW SSI ONER PETERVMAN:  No, availability of the
availability. So, like in terns of resource maps or
sonething like that in terms of the -- you know, this is
my |ack of a system engineer com ng through and a word
choice. But just, again, just trying to hone on
where -- the places where there m ght be upgrades
necessary and where there is the excess capacity in
terms of siting, or privatizing DG siting.

M5. FITCH | think, maybe, some of the utility
fol ks m ght be better able to answer that than | can.

COW SSI ONER PETERVAN:  Ckay.

M5. FITCH  Because, simlarly, I’mnot a
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di stribution engineer.

COW SSI ONER PETERVMAN: Al energy, though,
that’s what | assuned.

M5. FITCH But | think nost, if not all, of the
utilities have sonme |evel of information posted on their
websites. | think they're in different stages of
devel opnment so, you know, maybe sone are better than
others. But we’'re working on that for sure.

COW SSI ONER PETERVAN:  Ckay, thank you very
much.

M5. WNN. We do have maps that are posted on
our system But, of course, | think that's just for the
investor-owned utilities, so that’'s just 70 percent of
the State. So, we’d probably need additional
information fromthe POQUs. |’'mnot sure if Tony has any
information on that.

MR. ANDREONI: These are the maps you're
referring to, that kind of |ooks at key areas of where
DG m ght occur, and I know that SMJD certainly has
provi ded t hose maps on the website.

I know we have other utilities, as well, that
are looking to provide that type of information to help
fol ks that are devel opi ng new technol ogi es and where to
best pl ace those.

M5. KOROSEC. All right, Rich.
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MR. FERGUSON: |'m Rich Ferguson, |I'mthe
Technical Director at the Center For Energy Efficiency
and Renewabl e Technol ogi es, aka CEERT. |1'msitting in,
today, for ny boss V. John Wite.

As will all ny predecessors here, |, too,
congratul ate the staff on a very thorough job, however
many pages it is.

Actual ly, for sonebody who's been in this
busi ness for 20 years, it was still a very good summary
of the history of how we got here, and | thought they
did a pretty good job of covering the issues.

| think what | found lacking in the report, |
think, was -- | don’t quite know howto say it. But to
my mnd a |lot of these issues have sort of a common -- a
comonality to them And | think I would sumrarize that
as a result of sort of reactive planning.

You know, we’'re reacting to what’s happening,
you know, in the queue, or in the contract, the
contracting business, or everybody wanting to
i nt erconnect and put DG on urban areas, or whatever, and
several people have nmentioned it.

But it’s our belief that, you know, this
reacti ve approach, first of all, causes a |ot of
uncertainty if, for no other reason, it takes a |ong

time to do.
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And, you know, we know that of all the projects
in the queue maybe only one in five is actually going to
happen anytinme soon, so there’'s a |lot of wasted tinme and
ener gy.

And | think a ot of these issues, if they' re
not directly related to that kind of reactive approach,
at | east have been exacerbated by that kind of reactive
appr oach.

And it’s our belief that we should return to a
nore proactive, kind of policy-driven approach to
sol ving sone of these issues, rather than sort of just
struggling to deal with them one by one in these
enor nous queues. So, that’s basically our main, how
woul d sort of summarize these issues that are very well
di scussed in the report.

And, of course, you know, there’s the reaction
to that and people say, well, then you' re picking
w nners and losers. | nmean there’s still going to be a
| evel of conpetition, but I'’mrem nded of the Tehachap
transm ssi on planni ng process, and the reaction of
devel opers to that.

And, of course, that was very nuch policy-driven
by the PUC. Basically, it was their decision that if
we’' re serious about renewables, we're going to need to

devel op the wind in Tehachapi. There s insufficient
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transm ssion, so you guys go off and plan a transm ssion
pl an that can access 4,500 negawatts.

W did that. CEERT was the facilitator or
coordi nator of that process. And, you know, in
hi ndsi ght | think that decision was absolutely the right
one, and the whole process -- a lot of issues that we're

faci ng today were avoi ded by taking that proactive kind

of stance.

So, we think that this -- this -- in fact, I
was -- noticed on one of the first slides, you know, the
Governor’ s statenent encouraged -- | forget what the

exact |anguage was, but the highest priority generation
and transm ssion projects.

But, of course, if you know -- first of all you
have to decide which are the highest priority projects,
or resource areas, or where you’'re going to devel op
transm ssi on access to and encourage generation to
foll ow.

So, and | think a ot of people have said that
today, you know, in a simlar kind of vein, whether
you’' re tal king about DG, behind-the-nmeter DG whol esal e
DG or utility-scale prograns, we just think that a |ot
of the streamlining that people are tal king about really
does involve, at a policy level, and who should do this,

| don’t know, but deciding, as we did for Tehachap
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that, okay, we’'re going to focus on this area and give
the transm ssion devel opers and the generation
devel opers sone kind of priority treatnent, whether it’s
in the queue, and I don’t know what FERC woul d have to
say about that, or in our planning processes.

But I think a | ot of people are heading in that
direction, if for no other reason than it’s just taking
way too many resources by the utilities, by the I1SO by
the generators, by everybody to try to deal with the
kind of general reactive scattershot approach that we
have now.

So, that’s ny -- you know, that’s ny overal
thing that | think you should think about when you turn
this report into a draft. It would be useful to try to
stand back fromall these issues and nake a judgnent
about what is it about the way we’'re proceedi ng that
makes these as intractable as they are?

And our thinking is that if we would prioritize,
not only where DG could go, and |'m surprised to hear
that utilities have done so nuch thinking. | talked to
a lot of themlast week at the 1SO event and | didn’t
realize it was that far al ong.

But I nean that’s a good exanple, if you could
prioritize where you could put a bunch of DG you know,

you' re ahead of the gane.
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It gets harder at the scale, but RETI was going
in that direction. W’re not crazy about the process
that the PUC went through to develop their scenarios
that they gave to the 1SO but, in fact, | nmean that was
t he establishnment of sonme priority areas that the ISO
| ooked at for its -- for its planning. You could do
worse. |I’'mnot sure, if you stood back, you would agree
that all those are priority areas. But in their w sdom
that’s what the PUC decided. So, it mght be tinme for a
revi ew.

| was interested in the Chairman’s coment, a
rem nder to the | SO about the dynam c nature of the
demand forecast. 1t’s sonething that we’ve al so been
t hi nki ng about .

W were parties to the settlenent that was
menti oned on the current LTTP. | would characterize
that a little bit differently than you did, Julie.

Basically, | think the settling parties agreed
t hat based on the informati on we had now t here was no
need to do anything -- there was no need to plan for
addi ti onal capacity for the tinme being.

Now, it’s tantanount to the sanme thing.
Basically, we're waiting for nore information. But it
was a rather positive statenent, | think, not just, oh,

we don’t have enough information. Because based on the
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informati on we have, now, it appears that we probably
have enough capacity to deal with the 33 percent.

| also noticed -- | nean, the 1SOis assuni ng
that all of the once-through cooling plants are going to
go away i s probably worst case. | know at | east sone of
the owners of those plants are planning to repower them
with nore flexible resources.

So, if you assune they’'re all going away, that’s
probably a worst case event, so your 4,600 negawatts, or
whatever it is, you may want to talk to the owners of
t hose plants before you make the assunption that they' re
all going to disappear.

One suggestion we have is to we need to begin
|l ooking a little farther out than 2020. 1’ve always had
a problemw th using 2050, because |I'm not going to be
alive then, and a ot of the people in this roomaren’t,
ei t her.

And the tendency is, you know, it’s so far away
that planning for 2050 is such a pie in the sky, it’s
hard to take it seriously. So, | think you m ght start
t hi nki ng about, say, 2030.

But, you know, we’'ve been using the 2020
estimates, now, for planning for maybe five years, so |
think it’s not too soon to start pushing that envel ope a

little bit and seeing, you know, if we continue at sone
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pace to expand our dependence on renewabl es, you know,
what would we have to do next? And, | nean, where is
the real crunch going to come? Is it going to cone at
sun-up, when we’ve got all the solar on the system and
no load? It could be and you’ve got to think about how
you' re going to deal with that problem

| think the one issue that we keep flagging, and
|’ msure Carl is going to talk about it, that |’ m not
sure was adequately discussed, that we think will be an
i mportant solution is this whole -- this whole issue of
nmore inter -- nore coordination and sharing of resources
by the different bal ancing authorities.

And we’ve talked a little bit about it today in
terms of the out-of-state bal ancing authorities, but
even in-state, you know, we can use the resources that
we have a |l ot better than we can

And for the life of me, I'’mnot sure of what the
institutional barriers are about why things are as
vol cani zed as they are. But that’s an issue that you
m ght want to take a |look at having staff do a little
bit nore research and think a little bit about what are
the resources that you have to spare at the NDWP, say,
that could be used by the I SO or vice-versa.

So, if you want to -- an issue that | think was

maybe not adequately dealt with in the report, | think
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you m ght add that one.

But, again, | think our -- our main thing we’'d
like to see in this report is a summary fromthe 50, 000-
foot view about how you -- what’'s responsible for the
sort of current uncertainty and al nost chaotic kind of
approach to a lot of the things we’re doing and what can
we -- what can we do to -- to consolidate the issues and
focus down on what we need to do.

And we really do think that establishing sone
priority devel opnent areas, and our favorite is the Wst
Moj ave, but Westlands, |Inperial County al so are high,
both in RETI, and everybody el se’s book, too, | think.

So, we think that would just solve a |lot of the
problens if you could focus down on both the
transm ssi on and generation devel opnent in those
particul ar areas, and give -- give the siting and
pl anni ng sone kind of priority.

| don’t know what jurisdictional issues you run
into with FERC on that, on the transm ssion side, but we
think that we need to go take a step back and use --
remenber the Tehachapi exanpl e and nmaybe use that again.

CHAI RPERSON VEI SENM LLER:  That’'s good, yeah.
was goi ng to say, obviously, one of our concerns had
been the -- com ng out of DRECP, as we’re nobving out

into the West Mpjave, and trying to make sure that we’'re
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structured to really develop that in terns of
transm ssi on access.

And | was expecting, to the extent -- to sone
extent you're trailing V. John, that that woul d have --
that, you know, the three projects you nentioned at the
end were three areas that were inportant to get on the
table for all of us, as we’ re doing the planning.

I think the other questions for you are, first,
| assune part of what’'s driving the | SO queue, now, is
all the nmegawatts bidding into the RFPs. And,
presumably, as the short |lists come out that we’re going
to see a substantial fall off on that queue.

Now, exactly how we rationalize the |ISO process
so they’'re not nerely cranking through 50,000 negawatts,
nost of which have just fallen off the table, you
know -- | nean if we’ve got 10, to 20, to 30 to one
ratios, there’s got to be a | ot of excess projects.

MR, FERGUSON: It’s hel pful what cones back.

You know, whether they cone back, you know, | don’t
know.

I was surprised that, you know, even the quarter
mllion dollars that the | SO you know, charges these
people to stay in the cluster hasn’t really thinned the
action dowmn. A year or two ago we were hoping that, you

know, having to put up sone serious noney would sort the
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wheat fromthe chafe, but it doesn’'t seemto have
happened.

So, anyway, just there’s a lot of -- there's a
ot of chafe in there and I'’mnot sure if the contract
wll sort it out. And as we know, even the contracts
| eave sonme chafe in, that end up getting dealt with

CHAlI RPERSON VEEI SENM LLER:  Ri ght .

MR FERGUSON: So we won’t -- we won't -- |
won’t say | told you so for sone of those contracts that
di ed, but we all knew --

CHAI RPERSON VEI SENM LLER:  Go ahead.

MR FERGUSON: -- we all knew that sonme of them
woul d. But there, again, | nean | think -- and |I don’t
think it’s much of a surprise where the best there is
are. | nmean going in, | nean | think the thing -- you
remenber the RETI fanous bubbl e diagramthat, you know,
that we drew.

CHAI RPERSON VEI SENM LLER:  Yeah.

MR. FERGUSON: And | think the reason that that
was not nore controversial is because it was what
everybody thought going in. And | really don’t think
it’s too hard to prioritize. And, in fact, the
scenarios that Julie’ s gang gave to the |1 SO, you know,
focus on a |ot of those areas.

So, | nmean that's the kind of step in the right
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direction that | think is valuable. So, I think we need
to expand that and keep that going.

CHAI RPERSON VEI SENM LLER:  What’ s your sense on
the proverbial diversity of the -- | nean there’s been
such a mad dash to PV, what’s your sense on the
di versity of resources?

MR. FERGUSON: Ch, | forgot, ny boss instructed
me to say sonething about that issue.

CHAI RPERSON VEI SENM LLER:  Just to make sure
your boss’s issued are covered.

MR. FERGUSON: As we put it, you know, it’s to
put the portfolio back into the renewable portfolio
standard. W sort of forget that there’s a P in that
RPS.

Yeah, | nean as we tal ked about it, | nean the
rule was not supposed to just be | east cost, it was
supposed to be |l east cost/best fit. Renenber the “best
fit” part? And that’s just sort of fallen by the
waysi de.

And so as a result, you know, if you just
focused on the cheapest stuff and you sort of ignore the
ancillary service needs or, you know, all the rest of
the stuff that goes along that, you know, you re going
to pick that.

Yeah, you know, we strongly advocate goi ng back
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and | ooking at the portfolios that are com ng out of
t hese solicitations.

And the problem that several people have
mentioned already is, you know, how do you establish a
value for all the -- you know, for each technol ogy? And
it is difficult.

And markets, | think it is widely accepted, now,
that markets aren’t going to do it for you. That, you
know, a market price for ancillary services is going to
come out of the I SO markets, for exanple.

we'll tell you how -- we’ll let you know and
we'll give the right signals to the people with existing
capacity to supply those products, but they re short
termand they don’t tell you what kind of revenue stream
you're going to get over the next 15 years, if you went
out and built a new one.

That we had the sanme problemw th the power
exchange that, yeah, told you sort of what the short-
termvalue for electricity is, but nobody was ever going
to go out and build a new plant based on those prices
that we were seeing there because you just couldn't --
couldn’t take it to the bank and, you know, as you're
wel | aware.

So, we think that in ternms of getting new stuff

online it has to be policy-driven. You cannot rely on
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short-term markets for those right signals.

So, then the question is, okay, what’s the val ue
of, you know, a facility, like a solar thermal project
that has sonme -- you know, it can be dispatchable, it
has sone storage attached to it. But until there’'s a
value for that, that is reflected in the procurenent
process, you're not going to get it.

So, | think, you know, going back to the best
fit, you know, issue, we have to do sone thinking about
what the real value is and not just wing our hands that
we aren’t getting it, because the |east cost won’'t get
you there.

CHAI RPERSON WEI SENM LLER:  Ckay, one | ast
guestion, if you were doing bubble maps for the DG

where woul d you say the best spots are, RETI-I|ike bubble

maps?

MR FERGUSON: | don’t know. | nean | haven’t
| ooked at that. | was told, though, by PGE | ast week,
that they could do it. [If you ve got a map up, | should
really take a look at it. |If I don't, | don't.

M5. WNN:. [’'ll get your card and send you the
l'i nk.

CHAlI RPERSON WEI SENM LLER:  Ckay.
MR. FERGUSON: Ckay. But | nean that’'s clearly

the first step, if you can identify the areas that where
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you don’t need to do nuch -- you don’t want to put them
out at the end of the line, like Sakarias’s landfill out
there but -- | truly don’t have any idea what the answer
to that is.

But | think it is -- it is sonmething we do need

to figure out.

We're also intrigued about what’s going to cone
out of this study on the, basically, visibility and
di spatch, or control over the DG? | nean that’s one of
the things that’s made the European system work, both in
Denmar k, and Spain, and Gernmany, and other pl aces.

So, | think it’s necessary. Dare | say that
there is a danger that we overdo it and | oad these
projects down with a lot of stuff that’s not needed.

So, you know, if we can aggregate a bunch of them and

| ook at themas a unit, and control themnore or |ess as
a unit, without individual stuff for every little
project that wants to conme al ong, that would be hel pful

I’mreally looking forward to see what the next
study produces because | think that’s the crucial piece.
If you can't -- if ISOcan’t see it, then it’s going to
worry, which they’'re doing so --

| was told in Denmark, where a lot of the -- a
ot of the sort of local entities have the DG on the

vill age-side of the neter, so to speak, is basically the
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only way the operator sees it is it |looks Iike, you
know, the load is decreasing, and decreasing and
decreasing. | nmean it just |looks |like |less |oad.

So, if that happens in the mddle of the day,
you can bet that the wind is bl ow ng, you know, or
whatever it is.

But, clearly, helping the I SO understand what’s
going on out there is a good thing. But | think you do
have to be a little careful that the solution is
appropriate and not overkill, because it would be easy
to kill these projects by |oading themdown w th enough
equi pnent to dispatch them

CHAI RPERSON VWEI SENM LLER: | was just going to
say | think part of our concern is with the coastal fog
areas, that you have a |lot of the popul ation and we have
a lot of the DG and suddenly just clouds comng in and
out .

As opposed to, | think, in Europe ny inpression
isit’s alot nore stable in that sense, but who knows?
we'll find out.

MR. FERGUSON: Well, I won’t tell you about the
| ocal outage we had up in Booneville, where | live in
Mendoci no County, but that was caused by an oWl with a
jack rabbit on the power line so --

COW SSI ONER PETERVAN:  Just before you nove on
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to Carl, 1"l just nention -- you nmentioned about the
bal anci ng authorities and that’s sonething that we’ve
been foll owi ng, the WECC s process, |ooking at the
potential for energy and bal anced market with serious
interest, and |l ook forward to what they m ght cone out
with a recommendation on in the next few nonths.

And will be interested to hear, nmaybe from Carl
as well, about what opportunities there are outside of
that in terms of coordination within the State for
bal anci ng authorities, but appreciate that suggestion as
wel | .

MR. ZI CHELLA: Thank you. Good afternoon. [|’'m
going to try not to be too redundant, I think we're
starting to hear a lot of thenmes here, froma variety of
different folks, and | certainly wll anplify sone of
t hem

First of all, I want to thank you for inviting
NRDC to participate today and |i ke everyone el se just
say | think this report is really a terrific resource.

One of the things we were gratified to see was
so many of the |lessons that we’ ve | earned over the past
four or five years are reflected in that docunent to be
brought forward as conponents of a strategic plan,
recogni zing that the RPSis a floor, not a ceiling, that

if certain events with the nuclear plants transpire,
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where they are not relicensed, we’re going to need an
awf ul | ot of energy.

And the hill we have to clinb, we nmay have a | ot
of power under contract, but it still seenms pretty
daunting to ne, when you | ook at the actual energy that
needs to be produced in this State to neet these goals
and the climate goals, we have a |long way to go.

W have a great trend happeni ng and, hopefully,
we can realize that.

Looki ng at the report, sonme of the things that
| eap out of us, that need further consideration, greater
enphasi s, perhaps, and which nerit a nore detailed
di scussion are -- we’'ve heard today about sinplifying
and rationalizing the transn ssion planning process.

| view sort of the IOJ PQU di scussion, to
further channel John Wiite a little bit, he refers to
this as a religious difference. Not bel onging,
personal ly, to either church and remai ni ng somewhat
agnostic, | have the freedomto maybe suggest a few
t hings that others m ght not.

Now, having a single integrated effort on
transm ssion planning seens to ne to be sonething that
we don’t tal k about, don’t think about, |ook at as too
difficult of a political lift.

Yet, if we’'re | ooking forward 20 and 30 years in
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this State and how we’re going to run our electrical
system we owe it to ourselves to consider that.

We have a very difficult process right now for
serious stakeholders to participate in. |If you want to
deal with transm ssion inprovenents in California,
you' ve got to be involved in the CTPG the California
Transm ssi on Pl anning G oup, which is a subregiona
pl anni ng group of the Western Electricity Coordinating
Council. You ve got to be active at this process, the
| EPR process. You need to engage at the |ong-term
procurenent process at the PUC. And you have to be
involved in the I SO s regional transm ssion planning or
State transm ssion planning effort.

Al'l these things are juggling, often, somewhat
di fferent assunptions, are taking their cue fromone or
anot her of these processes that either proceed or
overlap with the other. |It’s very, very tough to dea
with this.

And | think one of the things that gets us to a
pl ace where we can actually build transm ssion that we
need for renewables, with | ess controversy, is nmaking a
process that actually people, who need to engage, to
hel p elimnate or reduce the controversy of these
proj ects can engage.

And right now !l don’t think that we have that.
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It’s tough. | want to commend everybody for being as
open to stakehol der processes as possible, it’s just
that the way that we do it confounds it. Everybody
wants to be open and transparent, you certainly can
participate in all of these things.

The only problemis you need to clone yourself
several times in order to do so.

VWi ch | eads to another recommendation that |
think we need to | ook at as part of this, and that is to
reinstate some RETI-like process to facilitate this. |If
we had a single process, a single nmeans by which we
woul d plan transm ssion in these states, then having a
si ngl e stakehol der process to facilitate that woul d be,
you know, a terrific advantage.

I think we had a terrific advantage when we were
doing RETI. Not that those neetings were easy or always
as friendly as they could have been, there was a | ot of
serious conversation. But the hard issues were getting
addressed by nmany of the people who needed to tal k about
them Everybody was at that table.

And | just want to nention that the utility of
that | think going forward is sonething that we can | ook
at and try to address. \Wether it’s, you know, bringing
RETI back, | know it’s supposed to be in hiatus. You

know, | view it as nore noribund, than hiatus. But, you
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know, or some other process like it that involves that
range of stakehol ders, that’s a val uabl e thing.

I think taking steps to nake the entire State
energy delivery system nore connected and secure for al
utilities, both public and private, this goes to what
Ri ch was tal ki ng about, a bal kani zed, segregated systens
of public and private balancing authorities. | think
this is incredibly wasteful.

We tal k about trying to find a | east-cost, best-
fit way to nove forward but, in reality, we’re building
duplicative infrastructure all of the place because we
have this systemand there’'s really no excuse for it.

It’s a great way to pick fights with
constituencies, and |ocal comunities, environnental
constituencies, and others who see the duplication,
don’t understand why we have it, see opportunities where
infrastructure can be shared and well-used to hel p deal
with the integration and bal ancing questions. And we're
not doing it mainly because of the religious differences
that were nentioned earlier.

| think this is harmng us in terns of
reliability. W have situations where LADW coul dn’t
hel p out San Diego Gas and Electric. You know, not just
this past week, but when the fires happened in 2003.

LADWP, and | don’t mean to disrespect them but there
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was a ot of crowi ng about how reliable their system
was.

In the neantinme, if the fires had been under
their lines, they couldn’t have gotten hel p from anyone
el se.

| think this is, looking at the systemas a
whol e statew de, just not an acceptable sort of way to
run a railroad.

I"’mtrying to skip over things others have said,
so forgive me while | junp around a little here.

Oh, | think we’ve heard a | ot about having
nonreactive transm ssion planning. W want to second
t hat t hought.

Transm ssi on shoul d be planned to neet present
and future needs and take into account system
integration balancing and reliability benefits.

I think we do need to recogni ze there have been
i nprovenents made. The CAI SO has made significant
i nprovenents to the interconnection process, but it’s
still encunbered and sonewhat of a mess, as we’ve heard.

W think, as Rich nmentioned, we need to serve
the policy goals of the State, which actually transcend,
even sonewhat, the energy delivery of the resource.

We're | ooking at a situation in the Centra

Val | ey, for exanple, where hundreds of thousands of
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acres of agricultural land needs to be retired for water
i ssues, for drainage inpairnent issues, for
environnmental issues. Were there’s huge unenpl oynent
in the State and job creation needs are extrene, we’ve
seen this week the poverty nunbers today are quite
shocki ng, actually, for our State.

And as we | ook at transm ssion infrastructure
i nprovenents that are going to serve future | oad, open
up areas for resources that have high resource val ue and
serve these other purposes for our State.

We need to have a neans of incorporating sone of
t hese other goals in or else we just have a di sconnect
that really works against us to acconplish these policy
goals in the nost cost-effective way on energy delivery
and these other social needs that |’ve nentioned.

It’s difficult for me, as an environnentali st,

t o persuade ot her environnental stakehol ders that
bui | di ng projects on undevel oped land in the desert is
justified and we’ re bypassing sone of the nost inpacted
| ands closer to load in California.

And when the transm ssion to serve those
projects actually enhances the reliability and stability
of the grid, enables us to use our energy storage, such
as at Helnms, much nore efficiently, and gives us a

better bal anci ng between Northern and Sout hern
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California to get access to these resources, and which
can be selling resources into any narket in the State.

The fact that Mdway-Gegg is not a prioritized
I i ne under our existing system of evaluation, which |'m
not suggesting that we don’'t have any di scounted core,
for exanple, but we need to factor these other things
in, too.

I[t’s not just weather soneone has a PPA, or a
| oan guarantee, or sone other nmeans of commerci al
strength denonstrated here, we need to | ook at these
ot her issues because it saves us noney if we have |ess
reserves to balance with. It saves us noney if we have
to build less transm ssion to wield the power around our
St at e.

It saves State -- it saves our ratepayers noney
if we can put these resources in faster and not have
lengthy fights if we can have renewabl e energy zones
that can be permtted very quickly, because there are
very few environnmental concerns.

That was one of the key goals of RETI, to
identify those places. But the RETI result was a
snapshot in tine. W didn't have all the information
t hen about the Central Valley, for exanple, that we have
now. The West Mbjave was a very, very rich zone for us.

Bui l ding transm ssion to these areas, even
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t hough there may not be a lot of initial generation
observed there under things |like the discounted core
that’s used by the PUC, | think it’s sonewhat of a
m st ake to overl ook these areas. A very serious m stake
because the resource quality is so good.

It’s one thing to be concerned about stranded
transm ssion resources, but | think what we mght find
in these areas, because of the quality of the resource
and the proximty to load, is that prelimnary or early
congestion is a bigger problemthan whether or not the
lines will actually be used.

So, looking at the resource quality and the
ot her advant ages needs to be factored in.

The third point 1'd like to touch upon is one
that Ms. Kersten nentioned this norning about regional
cooperation. Rich alluded to this, too.

Sonmeone who’'s been really involved in regiona
transm ssi on planning across the west, and been exposed
to the integration studies done by NREL, and spoken with
many of the market participants around the west, you
know, | think there’s a strong case that needs to be
made for nore California | eadership in this area.

I would point out that alnost all of our |aws
that are driving the conversation we’'re having today

were intended to help | ead other states to take simlar
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actions. They were intended to help lead nationally and
internationally, even, climate change mtigation efforts
that were originated here. And we’ve generated and
created industries here, to our benefit, to do that.

California cannot stand alone in fighting
climate change. You know, we’'re not an island. W may
be the biggest load in the western interconnection, and
the eighth |largest econony in the world, but we cannot
acconplish our climate mtigation goals by oursel ves.

There’s a lot of interest in the western
i nterconnection fromthe executive | eadership of all the
states, basically, for sone |evel of cooperation around
transm ssi on and procurenent issues, and we ought to be
participating in that.

Cl osing the border to intake of resources from
these areas really hurts us, in a way, because our
ability to be part of a market in which we can send
power out is inhibited by that.

I was on a conference call just two weeks ago,
with Steve Wight, the CEO of BPA, in which he was
tal king to northwest stakehol ders about his desire to
work with the other states in the west to inprove
transm ssion, so that they could accept seasonal
exchanges of peak power from California renewabl e

resources to help themw th sonme of their renewabl e
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i ntegration and resource supply needs.

| think there are market opportunities on the
table for us to get base | oad renewabl e power from
geot hermal sources in Nevada to help us in Northern
California, while sending sonme of our geothermal, as the
Nat i onal Renewabl e Energy Lab has -- has suggested, to
Arizona markets.

If we close the door, we’'re going to cut
oursel ves short on jobs, on lowering the cost of
integration. Sone of the resources that we m ght have
access to, fromWom ng, for exanple, have great
mat chi ng characteristics to our own w nd resources that
coul d snmooth out sone of the variability we’ ve been
concerned about, have very high, for renewable
resources, capacity factors and would be delivered in a
fairly cheap way if the WECC studies are to be believed.

Real i ze there’s sone di fference of opinion about
sonme of the cost data there. W need to figure out
where those differences -- what the differences are and
how to resol ve them

But it seens to ne there’s a lot on the table
here that really argues for broader regional
cooperation. And California’ s goals in climte, as well
as renewabl e energy devel opnent | think really would

benefit enornmously fromthat and the | eadership that
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we’ ve established in this State can be nai ntai ned.

We don’t want, | think, if our goal is to help
de-carboni ze the electricity systemin the west to
reduce our climate inpacts, to discourage the renewabl e
energy devel opnent in sonme of the richest areas in the
world. The Wonm ng wind resource is truly suburb

The Sout hwest Sol ar Resource, including our own
California desert resource, is really suburb.

And the inplenentation of and integration of
t hese resources in such a way to snooth out our
variability, deal with the diurnal curves of the solar
comng onto |line, using matching -- the Tehachapi w nd,
with Central Valley solar, Arizona solar, which has a
slightly different profile given the tinme zones
di fferences and distance in mles.

| nmean there’s a lot here that we're
overl ooking, that isn’t addressed in this docunent, that
| think needs to be incorporated.

I"’mreally glad to hear Conm ssioner Peterman
tal k about this. There’'s a lot of interest from
Governor Gregoire, whoml’ve spoken with about this.
Governor Kitzhaber has al so expressed, personally, great
interest in collaborating wwth us. Governor Mead.

So, a chance to do sonething renmarkabl e

bi parti san about renewabl e energy.
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Governor Sandoval and Governor Brown net in Las
Vegas, a little over a week ago, talking about
opportunities for this. And | think the magnitude of
it, participation of, encouragenent of, and energy and
bal anced market, such as Conmm ssi oner Peternman
menti oned, highly beneficial to us.

In order to get the rest of the west in a
condition where we can nore easily bal ance, when we are
so far ahead, thanks to Cal 1SO s managenent of the grid
in this state although the rest of the grid has to catch
up a bit, and having an energy and bal ance market is a
great step forward.

I think 1'Il stop there and | eave the rest of
that for witten coments.

But there’'s, | think, quite a bit nore that we
can add to this, to this conversation.

CHAI RPERSON VEI SENM LLER:  Thank you. | guess
the other issue I'd like to tee up for your witten
coorments is in California we're very, very focused on
renewabl e electricity, and the question of the |onger
termis how do we al so take the broader perspective on
renewabl e energy per se?

And, certainly, when you |look at Germany it’'s
not just electricity targets, but thermal. And so it’s

trying to have people think nore about the full range of
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renewabl e ener gy.

| guess the one followup question |I had, which
probably will ultinmately segue over to the utility
comments, was | know when we started this process | was
hopi ng CTPG could go to a nore broader stakehol der
process, you know, 890 conpliant. And | guess ny nost
recent understanding is with FERC Order 1000, if
anything that’s sort of pulling apart that entity in
terms of participation

And so | guess part of the question is, you
know, how do we nove forward on getting a broader
st akehol der -- A to get to the one planning process
but, B, to have a fairly robust stakehol der process as
part of that?

MR. ZI CHELLA: It's a really good point. |
t hi nk CTPG has expressed a |l ot of desire to do that and
struggled in trying to initiate it because it wasn't in
t he wheel house, the fol ks coordinating that.

I think CEERT had been consul ted sonmewhat in how
to approach that and is proffering sone ideas.

I think Oder 1000 actually nay give us an
opportunity to do sonmething really integrated in the
west. | realize the jurisdictional/nonjurisdictional
i ssue conplicates that quite a bit, as you were just

alluding to, but I was on a conference call yesterday
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with the Transm ssion Subcommttee of the WECC, of which
|’ ma nenber, where there’'s quite a bit of conversation
fromthe subregional planning groups, which would
i ncl ude CTPG about an inplenentation strategy for O der
1000 that would be integrated across the entire western
i nterconnection, and not be bal kanized into a series of
partnershi ps between jurisdictional and
nonj uri sdictional entities doing planning on their own.

So, you know, | think there’s sone hope there
for sonething to nove forward. And given the |evel of
st akehol der participation in that process, in which
California is well-represented, again, | think referring
to Comm ssioner Peterman’s heroic role in trying to
shore this up

Yeah, I'mlaying it on alittle thick, sorry
about that. That’'s nmy hope bubbling up.

And al so Commi ssioner Florio, fromthe PUC, whom
|’ve had a talk with about this, is going to be
representing themon a State Provincial Steering
Conmittee.

So there’s some, | think, great opportunities
for us to exercise our |eadership, take advantage of our
mar ket power, but also to help coordinate with our
partners to have a western energy market that’s nore

responsi ve and able to be integrated with our own
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mar kets here, in California.

I think we all will benefit hugely fromthat,
and Order 1000 is properly inplenented, and it survives
all the reconsideration calls that have been nmade, there
were 60 sone calls for reconsideration or clarification
right now on the table. That thing could actually be a
huge help to us in California in realizing our ability
to integrate nore effectively and take advantage of the
geographic diversity of our neighbors’ resources.

COW SSI ONER PETERVAN: | woul d just say, Carl,
| amaspiring to have the title of “Transm ssionater”
but --

(Laught er)

MR. ZI CHELLA: It’'s all yours.

COW SSI ONER PETERMAN:  But for now | just
l[isten to what smart people like you tell nme and then
just say it to other people. So, thanks.

M5. KOROSEC: All right, do we have any of the
ot her panelists who would |ike to nake any comments or
ask any questions of the speakers we heard?

MR. FERGUSON: | did have a question. It was a
suggestion that was made | ast week at the 1SO, having to
do with resource adequacy, and right now | guess it’s
sort of a bulk capacity requirenment, |I’mnot exactly

sure what actually qualifies for resource adequacy.
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But the idea that naybe resources, which are
required to be adequate, should include sone ancillary
servi ce type resources.

| thought it was an interesting -- an
i nteresting suggestion that, you know, maybe you require
sonme sort of ranping or, you know, |load follow ng or,
you know, whatever it is in the RA requirenents.

Is there any of that in now, or what do you nake
of that suggestion, | guess?

MR MLLAR No, | think that as the traditiona
requi renents are starting to change, either because we
need nore capability or different kinds of capability,
that kind of thing will have to be explored and built
into future RA prograns.

| have to confess, many people find it an
extrenely process as it is right now, so |ayering on
extra conplications, we’'ll have to be very careful about
how we do that.

| should nention that this is a DRA program
itself, the ISOs role is regarding the deliverability
of resources, but it’s really a State requirenent, as
opposed to an | SO requirenent.

The deliverability work is, initself, a test,
as many of you know, of those resources that are under

contract to provide that resource adequacy. Can they,
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if they are the bucket that we're dealing with at the
time, are they capable of supply |load while operating
sinmultaneously. And that’s really to nake sure that we
aren’t giving the same transmssion -- or relying on the
same transm ssion capacity twice in terns of getting
generation to | oad.

MR. ROTHLEDER: This is Mark Rothleder. W did
suggest a process for the 2012 resource adequacy that
woul d | ook at nongeneric resource characteristics,

i ncluding ranping. But that was deferred off at |east
until, | think, the 2013 cycle.

| believe that -- well, we are doing an annua
review of the resource characteristics as the resource
adequacy showi ngs come, and we’ Il be providing
i nformati on about how flexible that fleet is, and the
adequacy of that fleet froma -- froma flexibility
per specti ve.

| think that’'s a starting point and we are
| ooking forward to further discussions about considering
nongeneri c capacity.

I know one of the struggles of that is
qgquanti fying how nuch of that nongeneric capacity, and
putting it in a context that is useful for RA
procurenent, and we continue to | ook at ways of doing

that and inform ng that process.
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MR, STERN:. If | could add one cautionary note
before we agree that ancillary services should be
acquired as part of RA, RAis a systemneed that is
appropriately allocated in terns of responsibility and,
t herefore, cost to | oad.

Addi tional ancillary services to handl e
intermttent generation that cones to the | SO system |
believe is an additional cost that should be the
responsibility of the intermttent generators that are
suppl ying the power which, eventually, will get passed
on through | oads through the contracts associated with
t hat power, but the right | oads.

An exanple m ght be we tal ked about California
potentially becom ng an exporter someday. California
custoners shouldn’t be paying for the intermttency
costs for power that’s going to be exported to satisfy
sonebody el se’s renewabl e obligation. That’'s just a
hypot heti cal exanple, but | think it makes the point.
The right | oads should pay and ancillary services that
are needed for intermttency shouldn’t be part of a
programthat is all |oad responsibility, as opposed to
the right | oads.

MR. FERGUSON: Well, our reaction to that of
course is | think it’s very difficult to try to assign

to each technol ogy, the ancillary services that are
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required to nmaintain that.

Certainly, when we built the storage facilities
to accommobdat e the nucl ear plants that was not
considered to be sort of an extra fault, it was just the
system costs that got socialized like all the other
costs.

| think it would be very, very difficult to try
and specify out exactly which costs are uniquely
associated with the wind and solar. So, |ook forward to
t hat di scussi on.

MR, ZICHELLA: And if | can pipe up alittle
there, too, | nean all generation is sonewhat vari abl e.
And we’re sendi ng power out, what does it matter what
the generation of it is because the power com ng back is
going to have simlar cost that soneone el se has paid,
so that it could be sent to us.

You know, | think there’s a -- we nay be going
overboard here a little bit in this.

MR. STERN: It hasn't been too difficult for BPA
to charge California s ratepayers, who billed renewabl e
resources in their territory for the intermttency that
we i npose on their systemand it is appropriate for them
to do so.

So, you know, if it’s that difficult, then how

is it that BPAis already able to charge California for
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MR. FERGUSON: Well, | didn’'t say you woul dn’t
be able to charge people for it, |I'’mjust saying nmaking
that accurate and actually reflecting costs, and Steven
can contribute, is not as sinple as BPA would |ike.

MR KELLY: Yeah, | think when I think of this
problem and this is just an observation that | mean
part of the problemis that we are taking resources that
are intermttent in nature and trying to achieve an RA
credit for them

And then once we’ve done that we inpose these
operational obligations on themto provide ancillary
servi ces because of course now we’'re counting you for
RA.

So, it may be that the answer to this problemis
in the real product definition of what is it that you' re
buyi ng?

And if you' re going to buy an intermttent
resource to neet RPS obligations, you may have to
recognize it and there may be zero or a very limted
anount of RA counting capability associated with those
resources. That’s good or bad, depending on what your
RPS obligations are, but you can do it that way, and
we’'re nelding those things. And I'’mnot sure that it’s

hel pful in either case, either RA counting or RPS
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gui di ng.

M5. RADER. | can’t help but ask what is the
systemintegration cost of San Onofre dropping off for
four days this past weekend?

MR. STERN: Basically, San Onofre, as the |ISO
will tell you, is in a local area, it’'s needed to
satisfy local generation requirenents. And so, you
know, we have those obligations and the facts that
transm ssion i ssue can cause the nuclear units to go
down for, fortunately hours, not days, is an unfortunate
ci rcunstance, but it denonstrates the reasons why the
| SO has | ocal requirenents, because absent the |oca
generation, there isn't the ability to keep the lights
on.

M5. RADER My point being if you' re going to
pin renewables with our integration costs, it needs to
be done for everybody, first.

MR. STERN: Yeah, and again, this isn't
sonething that 1’"mdoing. Wuat |I'’msaying is California
custoners are already paying for integration costs for
resources outside of the State, and that’s appropriate
because we’re the ones building those resources and
shoul d be charged for them

But the I ocal |oads in the northwest are not

bei ng asked to pay for those resources so why woul d we
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here, in California, believe that it’s appropriate for
the local |oads to pay for all intermttency in our
area, when we participate in other areas their | ocal
| oads are not being charged, we are? So, it’s a heads-
you-win, tails-I-lose proposition froma cost allocation
perspective and it isn't right.

M5. KOROSEC:. All right, if there are no other
comments by the panels, 1'd like to open it up, if we
have any questions from anyone here in the room that
you' d like to ask any of our panelists? No.

Ckay, anybody online, Donna? No.

Al right. WIlIl, in that case | propose we take
a 15-mnute break and reconvene at ten mnutes after
3: 00.

Thank you, everybody, and thank you to our
panel i sts.

(OFf the record at 2:55 p.m)

(Reconvene at 3:13 p.m)

M5. KOROSEC. All right, we’re going to go ahead
and get started. W have a speaker who has a tine
constraint, so we're going to let himjunp ahead a
little bit. M. Picker?

MR. PICKER: Thank you. 1’m M chael Picker, |I'm
Seni or Advisor to the Governor for Renewabl e Energy

Facilities, and |’ m here --
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CHAI RPERSON WEI SENM LLER:  I's your m c on?

MR. PICKER: Can you hear this?

CHAI RPERSON WEI SENM LLER: | can, but | was just
wondering if the mc was on.

MR. PICKER  Yeah, the light’'s on.

CHAI RPERSON WEI SENM LLER:  Good.

MR. PICKER: And so, | also want to congratul ate
the staff for having done an amazingly |arge anount of
useful work and anal ysis.

I wanted to point out one of the strategic
insights that | took away fromthis work, in general,
which is that there actually have been nore projects
permtted in the State of California, in the year 2010,
than I was aware of. So, |’ve been counting around
7,500 nmegawatts of projects |arger than 200 negawatts
that received permts to construct and operate here in
California. Some of themare in construction.

And the staff has found another 2,000 negawatts
of projects that received permts.

| think this is a useful insight because when
started this job two years ago the core assunption was
that we would not get any projects permtted in
California, we’d be buying all of our power from out of
st at e.

So, | think it also is helpful in ternms of
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giving us a sense that we are creating a market for
renewabl e energy projects here in California. Mny of
the other speakers actually testified to the val ue of
that and what it neans in terns of ability to get
projects to conpete on price, to bring down costs to
rat epayers, and to stinulate additional entrance into
this new market place in the future.

So, as you take this set of issues that you
identified and start to refine it into a strategic plan,
| think we should | ook at sonme of the drivers that have
created that |arge nunber of projects, as well as sone
of the tactics we’ve used to actually help them get
through the permtting process and get to construction.

| actually cane today to talk a little bit and
updat e on next steps that have conme out of the
Governor’s Conference on Local Renewabl e Energy or
Di stributed Generation.

And so to that point | think that, again, we're
here at the begi nning of another market. And probably
this can be best characterized by a discussion | had
with a strategic planner for one of the State’'s
i nvestor-owned utilities, who was telling nme about his
early experience as a Wll Street analyst for one of the
rating agencies, who was -- he was very active in

Telecom And he was talking to one of the Baby Bells
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and trying to evaluate market trends and how that was
going to affect their credit rating.

And he said that one of the execs there very
confidently told himthat cell phones would never get to
nmore than three percent of the nmarket, largely at the
corporate or the business higher |evels.

And he was basically pointing that he thought
that that Bell currently had a market share of around
three percent in their area of influence.

And | think that it was -- what |’ m hearing from
people is that this notion of distributed generation has
sone of the sane potential for being a fairly disruptive
kind of entrant into the energy nmarket.

And so | think that with that we are trying to
think very carefully, within the Governor’s Ofi ce,
about what we think ought to happen in terns of the
12,000 negawatts of |ocal energy fromdistributed
generation sources.

And so we are -- we have sone thoughts that we
wanted to share with you today, and our coll eague, Jeff
Russell, fromthe Center for Law and Energy in the
Environnment, at UC Berkeley is here. He' Il be preparing
witten cooments for you in greater depth

And all we’'re going to do today is just kind of

point to sone of the low hanging fruit, give you a sense
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of where we’re focusing our energy.

And probably the first thing is that we stil
don’t believe that the State’ s strategy and organi zation
is well organized and we think that it’s still alittle
bit distributed, as the Governor pointed out, where any
one action requires a thousand different decisions and
they all have to |ine up.

So, we’'re going to begin and have started the
process of identifying State agencies that have key
roles, bring themtogether, getting a clearer sense of
what we can do in terns of |owhanging fruit and sone of
t he | onger chall enges.

W’ ve al ready done that, to sone extent, through
the energy principles with the 1SO, the CEC, and the
CPUC, and we need to actually start to expand that to
i ncl ude ot her agenci es.

W think it’s inportant and this is one of the
key things we wanted to enphasize here is that the
Energy Conm ssion continue to refine the work that
you’ ve done through Kevin Barker, and Heather Raitt, in
terms of setting sone regional goals.

And, again, it’s not that we think that we can
determ ne the market, but given that there’'s so many
different barriers based on regional characteristics,

it’s very inportant to begin to define what we think is
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achievable in different parts of the State.

Clearly, fromour perspective, if we want to
maxi m ze having generation that’s close to demand, that
can fill in the need in the areas that are highly
congested, and to devel op generation that doesn’'t
require additional transm ssion, then we can capture
sonme of the avoided costs and provide reliability
W t hout expense.

We've got to start to figure that out and that’s
not going to be done through a statewi de market. |If the
statew de market was to determ ne, say through the RAMM
process, where projects would go right now, it’s clear
that nost of the 12,000 negawatts would go to Kern
County because they have the best |and use planner, the
cheapest | and, and the easiest avail able resources.

That doesn’t really neet the best value in terns
of actually achieving these other goals. So,
popul ation, other resources has to figure into that.

And we appreciate the work that the Energy Conmi ssion
has done to take the initial efforts a step further.

I know you’'re getting conments. For exanple,
there’s a regional coalition in the Bay Area that’s
really trying to refine that and | ook at what they see
as local barriers are to actually bringing down the

costs and nmaking it a nore achi evable goal within their
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communi ties.

I think that we’re al so concerned that there are
a |l ot of people who think that many of the processes
aren’t transparent enough. So, for exanple, how the
utilities will go about defining where they think they
get the best value fromdistributed generation, where
the | owest cost and the | owest need would be for this
particul ar application. W want to have a better
under st andi ng how peopl e arrived at that.

But | think there are other things within the
agencies that have primarily been part of market
proceedi ngs with various conpetitive business
i nformati on where we want to have a better understanding
of how people are arriving of those kinds of
determ nati ons, because it will help to inform other
ki nds of market decisions. And so, we'll continue to
figure out what the best process is to get an
under st andi ng of that and see what we would recommend to
agenci es as policy.

There are barriers in the interconnection
process and | think we’ve tal ked about that here. W
continue to look to the work that the CPUC is doing on
the Rule 21 revision process.

W'd like to see sone nodels in ternms of what

woul d make sense in ternms of an interconnecti on and
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request tinelines.

And then, again, is it possible to take sone of
the input fromthe utilities on where they believe it
hel ps them best to place renewables within the
distribution grid, gives themadditional reliability,
hel ps provide generation to otherw se congested areas,
so they don’t have to build new transm ssion, or they
can push off changes to the distribution grid until they
get to that in their normal investnent processes.

What are the incentives we ought to build for
them | ooking for those kinds of ideas.

A series of other tasks, which we'll submt in
writing.

Fi nancing, this is the one thing that keeps ne
up at night, whether it’s for large scale or for
di stributed generation. The fact that our stinulus
dollars are going away, the fact that we don’'t have
capital markets that work very well, the fact that these
investnents are all going to be seen as riskier, just
because they’ re newer, and bankers tend to |ike things
t hat have been around for a long tinme and proved
t hensel ves over, and over, and over again.

We think that -- we know that net netering is
going to be reached sonetinme soon for nost of the

utilities. W think that we need to proceed very
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carefully and thoughtfully. That’s been an inportant
asset for a |ot of generation behind the neter, and we
know there’s a | ot of demand so we want to actually
start a process to |look at that, so that we can respond
to that demand fairly carefully.

We are very excited about what we’ re hearing
anecdotal ly about the 10U s experience with the reverse
auction nechanism and want to have a report that hel ps
us to understand that, so that we can think about what
ki nds of policies ought to proceed fromthat.

And there’'s a |lot of desire on the -- on the --
to see sonme kind of a standard power purchase agreenent
t hat hel ps people to understand what a good nodel would
be.

| think, at least in nmy view, that kind of
reflects back on the chall enge of transparency.

Again, the work that the fol ks of the CPUC have
done in ternms of public buildings needs to continue.

We think that the work that’'s exenplified in
this report’s very valuable. W think that we need to
continue to work with DGS to firmup their response to
the work that you’ ve done.

W'dlike to get the CPUC, with the CEC s
assistance, to continue to work with the utilities’

integrated resources plans, to requirenents to enphasis
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a local planning process that State and public
facilities could fit into.

And then we’'re working to get the Departnent of
Ceneral Services to point a high-level staff person,
sort of the new generation of Mke Garland, who w ||
actually lead this process within the Agency and help
all the other agencies to be consistent.

| think that probably one of the areas we expect
t he nost progress on, the nost quickly, wth the nost
benefit to the greatest nunmbers of people is in |ocal
permtting practices.

And this flows to the chall enge that the Energy
Comm ssion was initially designed to address, which is
that if we're going to forecast needs, develop a
strategy, can we really count on 450 cities and 58
counties to actually neet that need through their
permtting processes if they' re actually maxim zing
their owmn self-interests? WII that necessarily conport
wi th what we know to be the statew de needs?

And so far we’ve been very |lucky, we’ve had good
progress at l|least in the renewabl es sphere, where |’ve
been very attentive. But we do know that some counties
are better than others in terns of |and use.

Sonme have actually done work that allows themto

site distributed generation, say, in the 3- to 20-
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megawatt range fairly easily. Qhers have given it no
t hought at all.

That's a cost, it’s a cost in tinme and
uncertainty for those projects, which neans that we
automatically have 58 different markets in the State of
Cal i forni a.

Froma |l ong-terminvestnent perspective, that’'s
a challenge to actually doing this efficiently and
effectively.

So, we think that the State needs to begin to
work with counties, we need to devel op sone nodel tools
for them W need to develop a series of workshops to
go out and work with |ocal planners and communities to
t hi nk about this.

We need to have goals so that they can begin to
own what their piece of the statew de goal will be and
t hi nk about how to | ay aside enough land in their
t hi nki ng and pl anning that we can accommodat e t hat
wi t hout having to go through, say, a full-on CEQA
process for every five-negawatt PV project in their
community sinply because it’s nonconformng to their
general plan. That’'s a cost. W need to do sonething
to hel p ease that obstacle.

And | think that we’re going to have to figure

out, in the Legislature’s failure to pass the public
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goods charge, how to finance the RPV programthat the
Ener gy Comm ssion was devel opi ng, that woul d provide
grants to help the counties with this inportant task.

I think we al so have sonme work to do in terns of
bui l ding codes. The CEC is already working with the
Bui | di ng St andards Conmmi ssion on sone pieces of this. |
think we need to formalize that so that we have a node
phot ovol tai c installation guidelines.

W have a simlar process in the Fire Marshall’s
Ofice, that we need to help bring into sharper relief
so that people know about it and pay attention to it,
otherwse it’s going to have to wade through the nornal
adopti on process, which takes anywhere fromthree to
five years, dependi ng upon where you fall in the cycles.

So, again, we just wanted to highlight sonme of
the |l earnings fromour recent conference, sone of the
tasks that we’ re beginning to enmbark on.

We characterize all of this as |ow hanging fruit
because it’s things that are i medi ately before us,
short-term opportunities, |ow cost opportunities, things
that we need to prepare for.

And we know that the SB 32 process, that the
rul emaki ng that’s underway at the CPUC will informa | ot
of longer-term decisions to the behind-the-neter, and we

know t hat the RAMM process will continue to drive sone
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of the larger procurenent for the projects in the 3- to
20-negawatt range within the distributed grid.

So, this is a snapshot, we hope to have nore for
you. We just wanted to nake sure that we began to feed
that into your record so that it would conport with our
next report to you.

CHAlI RPERSON VEI SENM LLER:  No, this is very
hel pful. | nean, obviously, this report we sort of cap
our issues and status with the notion that we would then
nove forward to nore recomendati ons.

I think, just to discuss a little bit sonme of
your comrents, the first thing, it would certainly be
good to get, fromthe utilities, an update on the net
nmet eri ng nunbers.

The last tinme | checked, they were |ower than I
woul d have guessed, you know, nore with the -- | don’'t
think we’re -- | think the industry would | ove to have
nunbers that say net netering, say, up to ten percent.
But ny inpression is no one’'s really above, say, three
percent at this stage.

And so we should check on just is that sonething
that we need to nove with right away or is that --

MR PICKER | think |I have the sanme chal |l enge
that you do in terns of getting a clear nunber and a

sense of how i nmnent some utility is going to be to

CALIFORNIA REPORTING, LLC
52 Longwood Drive, San Rafael, California 94901 (415) 457-4417



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

185
reaching its cap. | just know that we're getting a | ot
of pressure from stakehol ders --

CHAlI RPERSON VEEI SENM LLER:  Ri ght .

MR PICKER -- so we consider it inportant to
really start to answer this question.

CHAI RPERSON WEI SENM LLER:  And it’s inportant.
But, anyway, if you guys could, in your witten
comments, flag where you are in net netering, we could
see if that’'s an issue this year or not.

| think in ternms of the updates on the planning
nunbers, we also tried to really ook at sort of the
utility-scal e generation and transm ssion, and we’ve
obvi ously got sone feedback here on sort of the high-
resource potential areas.

So | think, again, hopefully, we' Il get feedback
on those nunbers. M presunption is that will be

sonething that at |east on a biannual basis, if not

annual basis, we will be updating over tine, and so
we'll have this ability to adapt those if we' re seeing,
say, a lot of -- one area turns out to be much richer in

devel opnment than another, that we can try to reflect
t hat over tine.

But again | think it’s -- as you know, this is,
at this point, sort of the first stabs at that, so |

think over tinme presunably this document will get better
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t here.

One of the things we really haven't hit here,
al though again this is renewable electricity, as | said,
we haven't really tal ked about renewabl e energy, per se.
We certainly haven't tal ked about CHP, although ny
presunption is that when the solicitations occur in,
hopeful |l y, Novenmber, we will be in a position to
understand better what’'s going on there, than at this
stage. And, plus, there was a |ot on the plate already.

But | assune that will be factored in at a |later
dat e.

| think the other -- one other gap which we were
m ssing here, probably be good to tie to, which I know
OPR and | have worked with is, obviously mlitary’s
doing an awful lot on renewables in California and
that’s -- can be conplenentary to what we’re trying to
do on the State buil di ngs.

But, certainly, |I think the nore we can sort of
anp up or build out what’s going on, you know, the
vari ous bases and how that can conplenent or work with

themon both utility scale and distributed gen in

Cal i fornia.
MR PICKER Well, | think the mlitary is a
very inportant player. | think both because they

represent a single purchaser of |arge volunes of any
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gi ven resource, and because they tend to really apply a
| ot of energy to anything that they do, no pun intended.

So, | think that your inpending agreenment with
the Navy is probably inportant, since they' re the
largest mlitary tenant in the State of California.

COW SSI ONER PETERVAN: 1711 also just add, |
think Carl nentioned earlier that one of the chall enges
with transm ssion is that we have a nunber of
authorities working on that area, planning in that area.

And | see that also as one of the challenges
wi th financing, especially if we don’'t have, you know, a
single State type of financing mechani smthrough a PGC.
And | would wel cone further discussion with the
Adm ni stration and stakehol ders about how to coordi nate
our financing, where the various agencies see their core
conpetency and their ability to contributing to the
financing solution, and whether it m ght warrant sone
type of a cross-agency financing working group, or
sonething like that to really start to consistently
drill down into these issues.

CHAI RPERSON VEI SENM LLER:  Anyone el se have any
questions or comments for M chael ?

M5. WNN: Hi, Valerie Wnn, with PGE. And
know ny col |l eague from San Di ego has left for the day,

but | appreciate your comments on the net netering cap
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and where people are today. | know for PGE, we’'re at
about three percent today and we’re not expecting to hit
that five-percent cap for maybe another year or two.

But | think one of the things that we need to
include in this discussion is not just further expansion
of the cap, but whether that nakes sense, because
custoners on that netering are shifting costs to other
custoners who can’'t participate, and that’s really not a
sust ai nabl e nodel .

And so | think we need to | ook nore
conprehensively as to whether there’s an alternative to
that. |Is there, you know, nore separation of the retai
and the whol esal e markets, so that customers sinply sel
us the energy under a feed-in tariff, rather than under
net energy netering.

So, again, | think we’ve learned a lot in the
| ast few years, so let’s not close too soon on what the
solution may be here.

CHAlI RPERSON WEI SENM LLER:  Thank you.

M5. KOROSEC. We al so do have one |eftover
guestion fromthe prior panel, that wasn’'t able to get
in on WebEx, so we’'re going to go ahead and open the
line for himto ask that, now.

Steven White, your line is open. Yeah, let ne

go ahead and read his question.
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Lynette, how do | see the question? Ch, okay,
hang on just one nonment, we’'re having a little technical
difficulties.

I's his question on the chat? Al right, we'l]l
try to pick up his question, then, after we start --
after we get to the end of this panel, rather than
waiting for that.

So, Nancy, why don’t you go ahead with your
openi ng renmarks.

M5. RADER. (kay, thank you very nmuch. M
nanme’ s Nancy Rader, Executive Director of the California
W nd Ener gy Associ ati on.

| appreciate the opportunity to participate
because | spend nost of my tine way down in the weeds,
and it’s nice to cone up and take a | ook around every
now and then, so thanks for having ne.

| have to say that | only skimred the report,
| ooking for the areas that are of greatest inportance to
us, and | did identify about five areas where | had sone
comments, concerns.

I found nyself agreeing this nmorning with the
utilities, which is alittle bit scary, except for our
last little exchange, Gary. But | honestly found a | ot
to agree with, with what the utilities said this

nor ni ng.
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Not so nmuch with you, Rich, you pushed sone of
nmy buttons, and about half of what Carl said. And I’|
try to -- I'll try to --

MR. FERGUSON: This is not unusual .

M5. RADER: 1’1l try to work sone of those
responses in.

On water, just briefly, the report discusses the
i npacts of renewabl e energy on water only in a negative.
It would be nice to see a nention of the fact that the
nont hermal renewabl e technol ogi es carry an inportant
wat er benefit, which is that we don’t use any, which
will be an increasing benefit as the effects of climte
change materialize.

On the technical potential of wind, it doesn’t
ook to me that the draft report has taken into account
the I oww nd speed turbines that are al ready conm ng onto
the market, which would economcally tap | ower w nd
speeds.

And accounting for that obviously opens up a | ot
of additional land area that is suitable for comerci al
devel opnent and, therefore, greatly increases the
techni cal potential of w nd.

So, | know it was relying on a 2007 report and I
think there’s been a | ot of advancenents since then.

On integration issues, a lengthier topic, the
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time frane that the staff report is addressing isn't
cl ear, and maybe that was intentional in sone areas.
But it appears to be at least partially into the 2020
time franme, relevant to the 33-percent RPS.

So, when the staff report says that maintaining
areliable electricity system while adding variable
resources will “require energy storage,” anong ot her
things, it is giving a false inpression with regard to
the 2020 time frane. That should be corrected or at
| east clarified.

Li kewi se, statenents such as new technol ogi es,
supported by R&D, will be crucial to integrating
renewabl e technologies into the grid, would exaggerate
the situation in the 2020 context and, potentially, well
beyond.

The studi es that were conducted this year by the
Cal-1SO, and the utilities, which were really a huge
effort and a great acconplishnent, have shown, | think
as Rich alluded to, that gas plants on the system now
can easily handle the integration of 33-percent
renewabl es, including a high penetration of
intermttents.

I ndeed, at the sane tine, we can safely retire a
bunch of the once-through cooling plants and, really,

the question is how many of those plants can we retire?
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And a ot of that issue has to do with | oad grow h,
which is a separate issue than renewabl es.

That’s really a good news story that | think is
really mssed in the report. | heard a little bit of
it, actually, Suzanne, in your opening remarks, but I
didn't see it so nmuch in the report, itself.

| think that’'s a really good news story that
should be told. W really can do the 33 percent w thout
addi ng anyt hi ng.

At the sane time and, Suzanne, you alluded to
this, too, the report should highlight the as-yet-unnet
financi al needs of the existing gas generators that wll
have to operate at nuch | ower capacity factors while
they provide the litany of integration services that the
report discusses at |ength, which sounds |ike we have
t his huge and daunting chall enge, and yet we have these
gas generators sitting there that can provi de those
servi ces.

The report discusses the need to set goals for
storage technologies within the 2020 tinme frane, and |
know that’s a result of legislative direction.

But, you know, the report doesn’t address the
relatively small and inexpensive steps that we need to
take to keep the existing gas generators online and we

need to do that soon.
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You know, although new storage and new
technol ogi es, of course, ultimately will be helpful to
i ntegrating renewabl es at hi gher penetrations, the facts
really don’t support the assertion that we need themin
order to integrate 33-percent renewabl es successfully.

It would be really inefficient to allow the
existing gas units to shut down for |ack of a paynent
for their integration services, while mandati ng new
storage units, which would be nmuch nore costly.

So, as we | ook toward adopting a new cost -
cont ai nment approach for the 33-percent RPS, we really
need to look at mnimzing all related costs.

One way is to take advantage of the existing
system resources we have and use themnore efficiently.
We are currently flush wth gas-fired generation
capacity. W don’t have any near-term need for
el ectricity storage, per se, which in any case should
conpete with gas resources to provide the integration
services that we need, at |east cost.

| should say we’re also flush with gas pipeline
capacity and gas storage capacity, that you can think of
gas as storage and we have a lot of that right now

In the sane vein, | wanted to nention that the
section on wind energy continues to perpetuate that

false notion, really old thinking, that wind energy in
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particul ar needs “backup” or needs “storage” which are
phrases that are used.

Instead, the staff report should pronote the
notion that the grid s resources can and shoul d be
operated together in an efficient and effective way,

i ncludi ng | ow cost technical inprovenents, such as

i mprovi ng the accuracy of forecasting and creating

mar kets that operate closer to real tinme, which is

sonet hing the report does appropriately address. But |

t hink they should be placed in the context of an
integration challenge that is wholly manageabl e over the
next ten years.

Finally, as to getting to the little jab | nade
at Gary, earlier, another useful point of context would
be to point out that load, as well as all the
conventional generation resources also require
flexibility services, not the | east of being, as |
menti oned, San Onofre and ot her nucl ear power plants,
which in that case not only contributed to the recent
bl ackout, as | understand fromthe papers, but it was
also offline -- one of the units was offline for nearly
four days.

Meanwhi l e, the sun kept shining, the w nd kept
bl owi ng, and renewabl e generators kept on producing.

On transm ssion planning, the staff report
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suggests that additional transm ssion capacity is not
needed to neet the 33-percent goals beyond that which is
al ready being planned and built, such as the Tehachap
and Sunrise lines, and that’s no doubt technically true.

But further strengthening the State’s
transm ssion infrastructure will pronote nuch greater
conpetition in the renewabl e energy narket.

Val erie Wnn, of PG&E, enphasized this, that
transmssion is a relatively small conponent of our
electricity bill, and generation is a nuch | arger
conponent. So, by pronoting conpetition, by renoving
transm ssion barriers, it will pay for itself in the
generation market, while also |laying the groundwork
toward achi eving RPS goal s higher than 33 percent, which
we'll need to do to achieve our greenhouse gas goals.

The report credits the Cal-1SO w th maki ng good
use of its newtariff provision that enables planning
for so-called policy-driven upgrades. W disagree.

Al'l of the upgrades that were included in the
| SO s 2010-2011 plan were already being planned for,
some were even under -- already under construction prior
to devel opnent of that plan, so none of themreally can
be said to have been facilitated by the new pl anni ng
t ool .

The new tariff provision enables the SO to
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resolve traditional problens, that is insufficient
reliability and econom c bottl enecks, in a way that
si mul t aneously renoves the transm ssion barriers that
exi st under a wide variety of renewabl e energy
devel opnment scenarios, so-called “least regrets
pl anni ng.”

Sone of these transm ssion barriers have to do
w th expanding paths into | oad centers, including
renmovi ng the north/south bottlenecks in California, not
so nmuch with accessing renewabl e resour ces.

That’'s really what -- and this is where |
di sagree, Rich, although we didn’'t disagree at the tine,
which is that the RETI -- the results of the RETI
process, which was very |ong and painful, we concl uded
t hat what we needed to do was build up the foundati onal
backbone lines of California that really help all of the
CREZs, or nost of the CREZs.

And that by doing that you can reduce those
transm ssion barriers, pronote conpetition w thout
favori ng one renewabl e resource area over another, and
wi t hout inposing nany costs because we’ ve addressed
system needs at the sane tinme we addressed renewabl e
needs.

That’ s the kind of proactive planning we would

like to see com ng out of the 1SO, but it’s not | ooking
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i ke the 2011-2012 plan is going to do that, either.

["1l nmention that Carl Zichella nmentioned the
M dway- G egg |ine. That is one conponent that was
identified in the RETI plan, but it was one of a couple
of pieces that strengthened the north/south grid.

And so | would agree with Carl, but al so say,
you know, we don’t want to build one piece for one
particular CREZ that a certain contingent is interested.
What we need to build is the foundational |ines that
really, | think, will also help resolve the | SO queue
clog issues, because if we build those foundati onal
barriers we have a | ot fewer upgrades in the generation
i nt erconnecti on process.

So, we think it’s inportant to take advantage of
that in the 2011-2012 |1 SO plan and we hope that the
staff report would encourage themto do that.

I wanted to nmention | conpletely endorse Julie
Fitch's statenent on optimzing the transm ssion grid
t hat maybe 99 percent deliverability is good enough if
it saves us a whole ton of noney. That's definitely
sonmething that | think the report would want to focus
on.

And also totally agree with Carl Zichella on the
need to integrate the bal ancing areas as a neans of

reduci ng i ntegration costs.
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On environnental permtting, Cal WEA is a very
active participant in the DRECP process and we have high
hopes for that to both preserve sensitive desert
ecosystem while also streanlining and expediting the
permtting process for renewables. Wich can take in
this State, uniquely, you know, up to ten years or nore
and $10 million per project.

| note that the goal of permt streamining
isn't mentioned in the executive summary in the DRECP
but it should be because it’s one of the dual purposes
of that plan.

Lastly, | wanted to nention that strengthening
the grid while outside the DRECP area can facilitate
devel opnment within the DRECP area by renoving
transm ssion constraints to | oad centers.

I think the RETI process showed that we don’t
need a |l ot of new transm ssion within the DRECP area,
itself, certainly not in new corridors, but we do need
to strengthen sonme of the State’ s backbone transm ssion
facilities to get that power out to | oad centers.

So, thanks again for having ne.

CHAlI RPERSON WEI SENM LLER:  Thank you. And
actually thanks to the -- | think the |1SO good news
story was in that Keith Casey nmeno in August, for the

Board, where |I think by that point this was well on the
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way to the editor, so that’s one of the things we need
to catch.

| guess we could ask you, in terns of we ve
heard earlier enthusiasmfor restarting RETI, so | guess
what’s your thoughts on that?

M5. RADER My sense is we did RETI, we did
RETI. M God, do we have to do it again? You know,
| ook at that conceptual plan that came out of RETI, the
sanme plan cane out of the CTPGin one of its early
efforts. It’s beyond nme why that has fallen by the
waysi de.

| certainly don’t want to go through another two
years of headaches when to nme, and |’ ve talked to
Valerie, it seens obvious what we need to do and we j ust
need to do it. W need to build, to strengthen the
north/south grid, and a few other parts of the grid and
that helps all renewables at a relatively | ow cost,
while serving the -- you know, serving the State’s, you
know, foundational transm ssion needs. And we need a
strong grid, whether we like it or not, unless
everybody’s going to have a storage systemin their
basenent, and we should just get on with it. It’s
not -- it’'s beyond ne why we’re not -- why we’re not
doing that. Can sonebody expl ai n?

| mean, Rich, | nmean we did that.
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MR, FERGUSON: Well, | don’t have nuch appetite
for starting it up again, I’'ll tell you that. Yeah,
think -- I nmean 1’1l defer to the 1SO but -- and

certainly don’t disagree that, you know, the conceptual
pl an woul d sort of seize what we called the foundati onal
lines to be able to nove power around, yeah, with the
m ni mal bottlenecks is certainly a good thing. | didn't
mean -- because | didn't nention it doesn’t nean | don’t
think it’s a good thing.

But I think what we’'re hearing fromthe I1SOis
what we’ ve got is good enough. Now, and I'mnot in a
position to disagree with them But | mght -- | mght
be interested in sort of hearing your question, even for
that one particular line. You know, is what we call
t hi s backbone system fromthe Bay Area and Sacranento,
down t hrough M dway, on through Tehachapi, to Kraner,
Pi sgah, and Devers, say, is that in need of upgrades or
isn't it?

MR MLLAR \Well, let me comment on this.
First, | don't think I can find where the |SO said,
period, you know, what we have is good enough, ful
stop. If we did, that would certainly be news to the
pl anni ng group back at the I SO

What was said was that at the tinme we had a

pl an, and this was in the previous planning cycle, a
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plan that identified the capacity of projects largely

that were already in flight. There was one additional,

smal |, policy-driven project that was com ng out of the
plan. | heard the phrase “nothing,” that’s not quite
right.

We have had a way to deliver the amount of
energy that it would take to neet the State’s RPS goal s.
As new i nformation becane avail able and as the new
integration requirenents are nore fully devel oped,
that’s going to be addressed in additional planning
cycles. It is an annual process.

In this year’s plan we’ve posted reliability
results, but are just getting into the econom c policy-
driven conponents inside the 1SO So, | don’t know
wher e concl usi ons woul d be com ng from about what w |
come out of the 2011-12 planning cycle fromthe |1SO on
policy and econom c projects because, |et ne assure you,
that work is not done. W would be consulting onit, if
it was. So, | don’t know where the source is for that
st at enent .

M5. RADER. My transm ssion adviser. |'Il --
that was his inpression, so I'll talk to him

MR. MLLAR Yeah, so like | said, let nme assure
you that that work hasn’t been conpleted yet, we’'re at

the reliability stage in the planning cycle.

CALIFORNIA REPORTING, LLC
52 Longwood Drive, San Rafael, California 94901 (415) 457-4417



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

202

Econom c, policy-driven elenents are still --
are just at the cusp of being studied, that work has to
be done, layered on top of the reliability analysis work
and the State’s planning process is fairly transparent
internms of where we're at in the cycle and what the
study plan | ooks like.

We have conmtted to reviewi ng what ever
additional requirenents can be identified at this tine.
| think this year wll be predom nantly focused on what
are the benefits of the Mdway- G egg generation. It
will be one issue we do have to address in this planning
cycl e.

Bet ween the work that cane through the once-

t hrough cooling process and the additional refinenments
need to renewabl e integration requirenments, | don’'t
think this year’s planning cycle will be able to take
care of all future potential renewable integration
requi renents. We can only work on the paraneters that
we’'ve already identified the need for.

So, that’s where ny group on the planning side
is staying as coordinated as possible with Mark’ s group,
doi ng the renewabl e integration studies.

So, again, the '11-'12 planning cycle is a work
in progress. W’re at the reliability conponent stage,

where reliability results have been posted, and an open
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W ndow is out for input on potential solutions to the
reliability projects, then the next steps follow based
on what we’ve already |earned there.

And, you know, these other projects are -- the
one project you nentioned is going to be considered and
commented on specifically in this planning cycle.

| don’t have the results, so I’'mnot in a
position to share the results.

Does that hel p? Thank you.

M5. RADER: Coul d we agree, though, ny
under st andi ng fromyour folks was that the integration
i ssue was how nmuch we could retire, not -- not whether
we need to build new. 1Is that consistent with your
under st andi ng?

MR. MLLAR There are a nunber of ways owners
of the once-through cooling units can conply. There was
alot of -- inthe initial indication of what their
pl ans were, and | say initial because we do see that as
very nmuch a noving target. It is a market and there’'s a
| ot of conpetition out there for different types of
assets and different capabilities.

The initial showi ngs were that many of the
owners intended to repower their sites. Very few
would -- well, let me rephrase it. Very few can sinply

| eave the existing units as they are, that’s not an
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alternative. Sonething needs to be done, whether it’s
another way to mitigate the once-through cooling
i npacts, or repowering.

There’s a |l ot of indication of repowering. How
much actually proceeds will be sonething we have to work
our way through.

Qovi ously, we’'re expecting sone |evel of
repowering, but how nmuch is the big question. So, |
don’t see it being a retirenent and goi ng away.

| see sone retirenents, sone repowering, and
we' |l have to nmake sure that those results are reliable.

l"’mnot quite sure that answered the question,
t hough.

CHAlI RPERSON WEI SENM LLER: | think she was
probably getting nore to the nature of the resource.

And | think part of the repower -- | nean | think in
P&E s | ast RFO, ny understanding was that the w nners
have to have 300 starts a year, which could nean
multiple starts per day, and so that’'s a -- you need
sonmething that’s nmuch nore of a quick start than,
necessarily, the existing units.

So, you may have nuch -- you may have | ess gas,
but you may need a different type of gas unit to deal
wi th the operational needs.

M5. RADER  So, hopefully, we can get through

CALIFORNIA REPORTING, LLC
52 Longwood Drive, San Rafael, California 94901 (415) 457-4417



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

205
t he repoweri ng.

MR. STERN: Just to clarify, though, the basic
assertion was that the only reason we needed additi onal
fl exi bl e resources was because of OIC retirenent based
on the recent set of anal yses that were conpl et ed.

Vell, I think the two of us who actually
performed those anal yses, which would be Edi son and
Mark’ s group at the 1SO so | think we can speak to
that. And I think we cannot, at this stage, concl ude
t hat .

| think | oad forecasts were a significant
contributor to the results that we saw. The results
that showed no integrating need all were based on
forecasts that were pretty low on the | oad side. And
the reason why we’re doing additional analysis is
because we coul d not draw concl usi ons, no-need
concl usi ons or specific-need concl usions based on what’s
been done.

And Mark can correct ne if he’'s got any
di fferent views.

MR- ROTHLEDER: | think that’s correct, but I
woul d want to clarify that if you nmake the assunption
that none of the OICs retire, your needs for flexibility
are sati sfied.

So, the flexibility needs are really net by
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sonething | ess than the quantity of OTC resources you
have today and having all those OTC resources retire.

The need is sonewhere in between there, so |
think that's the good news story. The clarity is com ng
up with what the nunber really is in between and then
gquantifying, really the characteristics, as you pointed
out, that are really needed to quick start, how | ong
they need to run for, fast ranping, those are all the
things that need to be identified.

CHAlI RPERSON VEEI SENM LLER:  Yeah, | think the
other conplication is -- we both sat through a workshop
on the demand forecast a couple weeks ago, and that is
probably one of the nost conplicated issues, in terns of
uncertainty at this tinme, with one of the issues being
how fast and when does the California econony recover?
You know, what’s the inpacts of the energy efficiency
prograns? What’'s the inpacts of electric vehicles?

And just, literally, there’s an awful | ot of
uncertainty -- well, each of those have substanti al
uncertainties.

COW SSI ONER PETERVAN:  Mark, we were talking
about trying to do a workshop in the early part of the
year | ooking at sone of those operating characteristics.
If you' re already |ooking at that, maybe | m ssed this,

but was there a report that you' re planning to put out?

CALIFORNIA REPORTING, LLC
52 Longwood Drive, San Rafael, California 94901 (415) 457-4417



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

207
Well, maybe we can talk offline about the timng and the
val ue of us doing that, and being responsive to where
you are in the process of thinking about these issues.

MR. ROTHLEDER: Ckay.

COW SSI ONER PETERVAN:  kay, and just one
foll owup question for Nancy. Wen thinking about cost,
and if you have anything to day about this, it would be
great to have it in your comments, | have sone concern
about just the economcs around wind, if we have to
pursue nore curtail ment and how that msaligns. Wll,
not us, but just thinking of sone of the curtail nent
situations faced in the northwest and how that m ght be
m saligned with the PTC

And | was just wondering if you had any coments
on that about, you know, just trying to understand where
the wwnd market is and if there’s sone concerns around
t hat ?

M5. RADER. Well, | should be better prepared
for that. | guess | would say that, you know, all the
utilities’ contracts now have curtail ment provisions and
everybody, | think, has responded to that. They nay not
like the prices of the curtail nment but, basically,
there’s no issue in the ability to curtail. There is a
price associated with it.

The problem from our perspective, with the
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nort hwest was there was no paynent for it.

But, you know, for the fewtinmes we will need to
curtail, I don’t think we’'re tal king about a huge anount
of time --

COMM SSI ONER PETERMAN:  Ckay.

MS. RADER -- we can curtail.

COW SSI ONER PETERVAN:  Ckay. Well, that’s
good.

M5. RADER: The issue is what we’'re okay --

COW SSI ONER PETERVAN: | just wanted to get a
sense of whether this is going to change the economc
potential or the technical potential we thought we m ght
have with wind so --

M5. RADER. | don’t -- | think when you're
talking -- the penetrations that we’'re going to have a
problem | think, you know, that’'s when we’'re maybe
interested in storage, but | don't see that in the next
ten years.

CHAlI RPERSON VEEI SENM LLER: | think we could have
had it this year with the high hydro, |ow | oads,
dependi ng on the nuclear -- when the nuclear plants went
offline for scheduling. So, yeah, the negative avoi ded
cost on the over-gen issues can get pretty scary fast.

COW SSI ONER PETERVAN:  But the nunber --

CHAI RPERSON WEI SENM LLER: Again, it’s a mxture
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of different things.

COW SSI ONER PETERVAN:  The nunber of hours,

t hough, that canme out of the |1SO studies were quite
l[imted and they didn't -- the negawatts were limted
and the hours were limted. | think it was the worst
scenari o was 856 negawatts and it was a total of 30
hours, maxi num 856 negawatts, sonething |ike that.

CHAI RPERSON VEI SENM LLER:  Yeah, but again ny
i npression was operationally, | forget which of the
nucl ear units went down this spring but, again, it was a
very -- as you know, it was a very high hydro year and
fairly mld weather, but we could have had nore
curtailments this spring.

M5. RADER: Perhaps. On average though --

MR, KELLY: But | think commercially we were
able to work all this out. | nean, originally the
proposal was unlimted curtailnment, which nade it hard
to find projects, and we resolved that with the
utilities.

CHAI RPERSON WEI SENM LLER:  Be i npossi bl e, yeah

MR KELLY: Yeah. So, we were able to work out
alimt on the application of the curtail nent, people
could finance around that. Price goes up a little bit.
But we, at least within California, we were able to nove

forward. So | don't know that it’s a problem per se.
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| mean | think they have the opportunity or the ability
to curtail enough resources to match the need.

M5. RADER. Many tines over. | nmean we supplied
the nunbers to the 1SO recently. | nmean it’s many tines
t he need that was identified.

And the need -- | nmean in an average year,
granted, we may have, you know, flood years with the
climate change, and we’ll probably also have a | ot of
dry years. But on average, it’s not a huge nunber in
the next ten years.

CHAlI RPERSON WEI SENM LLER:  Yeah, that’s good.

MR, ROTHLEDER | want to clarify the question
of need about downward capability and curtail nent
capability, where there was a |imted nunber of hours
where we basically saw in studi es exhausted, and
shortage of downward capability there is an economc
cost for | oading resources for the opportunity to unl oad
themin the event you need to. So, we have to factor
that economc factor in for all those other hours.

Now, in the end what our current operationa
picture looks like is we get into over-generation or at
| east to the point where we’ve run out of downward
capability between one percent and five percent of the
time, depending on the nonth in the -- and this spring

we were as high as six percent, seven percent in one
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month. The other nonths are generally one to two
per cent .

So, I think it’s still within the real mof the
nunber of hours of curtailnment capability built into
sone of the agreenents.

For us, though, the question is how do we get
access to that curtailability? It’s something in the
PPA, but it’s not always necessarily passed along to the
operator to use as an action. So, that’s why we're
trying to build some nmarket changes into it to build
sone further incentives to pass those -- those
curtail ment capabilities al ong.

M5. RADER:  You know, that is not ny
understanding at all. W’re going to have to have a
conversation about that because that is not ny
understanding at all.

I nean the contracts have always said, at |east
for physical energency, there’s no question you can turn
themoff. And then we have this additional capability,
now, for economc curtailnent, so I’mreally confused by
that statenent. The utility.

MR. KELLY: | think the PPAs that are being
executed today and have been historically provide the
scheduling coordinate with the utilities with the right

to do this. And they' re communicating with you, |
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assunme, backwards and forwards so that the information

is being conveyed to elicit the proper anount of

curtailment that they can do under the PPAs. | don’t
know, |I’m surprised there’s a problem

M5. RADER:. | don’t think there is a problem
But, anyway, we’'ll get you what we -- what the contract

provi si ons, you know, that we think say that clearly.

COWM SSI ONER PETERMAN:  And, Nancy, woul d you
m nd putting those in your conments?

M5. RADER:  Sure.

COMM SSI ONER PETERMAN:  Thank you.

M5. KOROSEC: All right, let’'s nove on to M.
Murr ay.

MR MJURRAY: Hi. GCood afternoon, Chairman
Wei senm | | er and Comm ssi oner Peternman, and thank you

for staff, for having us here.

And it’s quite an honor to be with this esteened

group here today. | changed sides of the table because
a true solar guy likes to face south, so | also noved to
face south over here.

My nane is Ed Murray, |’ m President of Aztec
Sol ar, a solar-contracting business in Rancho Cordova,
| ocal to here.

And | started in the business, the solar

business in 1978, when | was very young, and | was a
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foundi ng nmenber of the California Sol ar Energy
| ndustries Associ ation.

| believe that 1'Il be around in 2050 to see the
fruits of ny labors, and I hope that Rich is, too.

I’ m here representing Cal SEI A today and to
provi de coments to the staff report. | ama nmenber of
t he Cal SEI A board of directors. |'malso the Treasurer
and I"mthe Chairman of the Ethics Commttee since 1987,
so | have a bit of history and | egacy with sol ar.

Next year Cal SEIA will celebrate its 35'" year
in the solar business in representing the California
solar industry.

W represent -- our 200 nenbers represent
phot ovol taic, solar thermal, collector manufacturers,
utilities, and as well as many smal | busi ness
contractors, like nyself.

Cal SEI A recently conpl eted a gender study and
ethnicity study and we're proud to report that Cal SEIA s
busi ness include Veteran, wonen and m nority-owned
busi nesses that provide jobs and pay taxes in their
| ocal comuniti es.

Qur nmenbers are the core of California s green
| obs econony.

California is the largest solar industry in the

country. W are clearly the -- or, clearly, the State’s
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Renewabl es Portfolio Standard is the main driver for
constructing |large-scale, solar electric power plants,
and the California Solar Initiative is the main driver
for rooftop sol ar.

In the late seventies it wasn't the Arab Ol
Enbar go, as suggested in the staff draft report, that
fostered the California solar water-heating industry, it
was actually public opposition to nucl ear power.

Peopl e wanted to preserve California’s
environment and they didn’'t want to see a nucl ear power
pl ant sited every hundred mles, up and down the coast
of California.

It’s also why California’ s building of energy
ef ficiency standards penalized the use of electricity
for | ow tenperature end uses, such as water and space
heari ng.

Anory Lovins once said that with electricity --
or he said heating solar with -- I’msorry, Anory Lovins
once said, “Heating water with electricity is like
cutting butter with a chain saw.”

State energy policies and prograns were so
effective in stinmulating solar business devel opnent in
the 1980s that the Solar Business Ofice created a
journal of about a thousand businesses in California.

Many of the conpanies listed in the directory
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are still in business today.

Sonme of the conpanies, |like nmy own, survived the
abrupt drop in the business in the 1985 | oss of tax
credits, and we took over the maintenance and repair of
the solar systens in California.

W al so noved into photovoltaics in the
ni neties, when we diversified our business.

And today many sol ar conpani es have expanded
further to include energy efficiency products and
servi ces.

Does California still think electricity is too
precious to use for water heating? Here is an irony;
peopl e can heat their water with sol ar photovoltaic
systens. There are no restrictions on how PV-generated
electricity is used by the homeowner. You can even heat
a pool with PV, if you so desired. But solar thermal
pool heating systens are ineligible for the Federal
solar tax credits.

Al t hough the staff report provides excellent
background in the history of renewables in California,
it gives a short shrift to solar thermal, which could be
depl oyed on a grander scale to displace greenhouse gas
em ssions caused by burning propane, and for natural gas
whi ch, by the way, is also used to create electricity.

The RPS, like much of California s energy
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policy, only addresses electricity supply and denmand.

Cal -SEIA would like to see solar water heating
acknow edged as anot her inportant form of renewabl e
energy in the RPS.

Sonme of the benefits of solar water heating is
that the heat output of a solar thermal energy systemis
nmeasureable with BTU neters, and then BTU neters can be
converted, for those who only know kil owatt hours, to
kil owatt hours.

And the renewabl e attributes, these kil owatt
hours coul d be aggregated into renewabl e energy credits.

And | think the Governor’s plan’s working on
REX.

Recogni zi ng sol ar energy under the RPS woul d
provide the driver needed to stinulate California’s
mar ket for solar thernmal applications.

W' d also |ike the Alr Resources Board to do
sonet hi ng, hel p conpani es convert to solar water and
process hearing under the State’s greenhouse gas
reducti on prograns.

Qur other major conment on the staff report is
that it focuses nore on | arge-scal e renewabl e
el ectricity generation, not enough on high val ue,
renewabl e di stributed generati on.

Most people aren’'t aware that nost rooftop sol ar
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doesn’t count towards the State’s RPS goals. This is
because rooftop systens are installed to supply
electricity to the honeowner or business under the Net
Metering Prograns. The RPS is neasured in terns of
utility electricity sales, so self-gen, such as the form
fromnet-netered rooftop solar doesn’t qualify.

We were encouraged by M chael Pickering and
Governor Brown’s 12-gi gawatt goal for renewabl e
di stributed generation and hope the Energy Conmm ssion’s
strategic plan will list sone specific actions to
achieve this anbitious goal.

An i medi ate action of the Energy Comm ssion
should take this -- that this is to enable the
California s tradabl e renewabl e energy credit market to
begi n.

This action would enable rooftop solar to count,
finally, towards the State’s RPS goal

We al so want to see the State inplenent the
feed-in tariff programin 2012. Cal-SElIA thanks the
Energy Commi ssion for its |ong-standing support for
feed-in tariffs, and its | eadership and role in the Rule
21 process working group, which created the expedited
permtting process for rooftop solar.

We hear talk about the need to reintegrate

generation and transm ssion infrastructure planning to
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enabl e generation from|l arge-scal e renewables, sited in
renote areas, to get to market.

Wiy can’'t a simlar planning effort be conducted
to enabl e renewabl e distribution generation as well?

The solar industry and electric utilities should
work together to identify |ocations on a distribution
system where rooftop solar is needed, and where
distribution is a high-cost resource -- I'’msorry, where
di stribution system upgrades are needed to accommmodat e
this DG

True, rooftop solar is a high-cost resource, but
it also delivers the highest value to the grid and to
the custonmers. There is no air pollution, no |and use
i npacts, and the ability to get right in there where the
generation is needed to serve peak demand.

One final comment is that the staff report was a
littl e confusing about whether solar projects trigger
CEQA review. They don’t. Rooftop solar projects only
need building permts, not |and use permts.

The CEQA guidelines are clear, issuing a
building permit are not discretionary acts on the part
of local jurisdictions and for this reason buil ding
permts are CEQA exenpt.

Pl ease don’t suggest that they need rooftop --

or CEQA review. Just getting through the building
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permt process is hard enough. Thank you.

CHAI RPERSON WEI SENM LLER:  Thank you. Actually,
| was going to note that the Dr. Ron Doctor was the
Ener gy Conm ssi oner appoi nted by Governor Brown, when
t he Conm ssion was established, and Ron really drove the
solar programat that point. | actually had the
opportunity to work with Ron on that and, ultimtely, he
was succeeded by a gentl eman nanmed John Geesman, who
then stepped into Ron’s office on that.

And, you know, there were a |lot of issues on
sol ar water heating at that stage, as you know.

But | think at this point what we’ve tried to do
inthis report is it is very focused on electricity.

| think, ultimately, the State has to | ook nore
broadly at the renewables, and thermal, and certainly
wat er heating can play a role there.

But, you know, this -- we had a ot to do now,
and so we really carved that out, or at least tried in
the chapter to make it pretty clear that that’s
sonmething for a future assessnent.

Certainly, along with water hearing, if you | ook
at enhanced oil recovery, say in Kern County, | nean
that’s a phenonenally | arge sumrer | oad. You know, at
one point that was |like 25 percent of California s

sul fur em ssions cane fromthere before it was flipped
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from burning heavy oil to natural gas and co-gen.

So, certainly, if there’s a way to have that
sol ar produced, and | understand Bright Source has a
denpo -- a deno project. Certainly, sone people at UC
Mer ced have denp projects, that could have substanti al
environnmental benefits for California.

But like | said, this year 'mafraid we're
going to have to flag that this is limted focus and
that’'s sort of a task for the future.

I, personally, |ook nore fornmally at the thermnal
si de.

M5. KOROSEC: W' |l make a note.

CHAI RPERSON WEI SENM LLER:  But again, certainly,
the gentl eman who really drove that industry at that
point, with a |ot of passion, and we | ooked not just at
wat er heating, but passive solar, was Ron Doctor. And
like | said he’s still -- still going strong.

MR. MJRRAY: | installed solar water heating
system on Ron Doctor’s house, so I'm --

CHAlI RPERSON VEEI SENM LLER:  Ckay. Yeah, and
certainly, | guess there was a reunion at Western Sun,
recently, to really bring back together sonme of the
solar industry folks.

MR. MJRRAY:. That’'s great.

COW SSI ONER PETERVMAN: 1711 also just add that
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inthis current revision of the RPS gui debook we’'re
considering the eligibility of TRECs for RPS
eligibility. And I'd expect that draft gui debook wil|
come out in the next nonth, although don’t hold nme down
with the date, but we’'re working on it.

We' || get through this workshop next week, just
to be able to turn sone comments fromthat, as well.

And there will be a workshop on the gui debook as well,
which | believe is close to being schedul ed, and so that
issue will be discussed there.

And I'll also ask that in any witten comments
you provide or if now, if you have any comments on the
additional costs as you see it to requiring sone type of
renmote telenetry equi pnent, or just any response to sone
of the feedback we’ve gotten about the difficulty with
visibility of DG and where your industry stands on
trying to address that barrier.

And then, third, in light of recent
ci rcunst ances, and since you do work with manufacturers,
if you have any suggested strategi es now, or going
forward, as we think about inplenentation of strategies
over the next six nonths for supporting manufacturers in
the State, that woul d be useful to receive as well.

MR. MJURRAY: Thank you.

M5. KOROSEC: All right. Any other questions
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fromthe dais?

MR. FERGUSON:. Yeah, | had a question for Ed. |
think it was Valerie, earlier, suggested that maybe a
feed-in tariff programreplace the net-netering program
What woul d be your --

MR. MJRRAY: | think we're | ooking towards that
and as a matter of fact, in the Legislature, we're
wor ki ng with our | obbyist for that.

MR, FERGUSON: | suppose it depends on the
pri ce.

MR. MJURRAY: As long as people are stil
wat chi ng what’ s going on, on rooftops. Because the CS
solar thermal is -- I"msorry, solar photovoltaic, it’s
nice to have sonebody | ooking to nake sure that it’s not
in the north group. Right, wthout the CSI, that would
not happen.

M5. KOROSEC:. All right. Wll, we' ve saved the
best for last, M. Kelly. You re our grand encore for
t he day, make it good.

MR. KELLY: Yeah. Thank you. This is Steven
Kelly, Policy Director for IEP. It’s running awfully
late, | understand that, I'll keep my witten
coments -- prepared comments, |’Il just not even read
off them if you re all right with that. 1’1l just set

that -- | was all prepared to go with this, but ']
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save everybody --

CHAI RPERSON WEI SENM LLER:  Line by line, huh?

MR. KELLY: Line by line.

I would Iike to talk briefly a couple things. |
had an opportunity to go through the report. One, it
was a very good report, | thought the staff did a good
job of putting down on paper a lot of stuff. There's
probably two or three itens per page, there’s 500 to a
t housand i ssues, who knows.

The only observation | have nowis that -- on
the general work product is that the hard work now
starts because this is a litany of issues.

The real art will come in devel oping the
strategic vision that you'll reflect in your strategic
pl an. And when you do that | just strongly recomend
that you prioritize issues for work over the next 24
nont hs.

And | amw lling to bet that given resource
constraints and everything that all the agencies are
facing, if you can even identify five of the really big
i ssues and highlight those as the inportant things
you’'re going to tackle over the next two years, or year,
that would be really good to do, and then we coul d keep
our attention focused on actually fixing stuff.

Because while this report is very extensive,
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there's a lot there and we’ll never -- we run the risk
of just diverting our attention across all these issues,
when we really need to focus on a couple of the ngjor
ones. So, | urge you to do that.

| do want to tal k about a couple of things and
Il try to keep this brief. 1’ve got three things that
|I’d like to -- thoughts that came to ny mnd as | read
t his.

One related to the RPS portfolio, second | want
to talk briefly about generation devel opnment and, third,
about transm ssion.

And there was a | ot of discussion about this and
sonebody earlier, it mght have been Rich, | can't
remenber, nentioned the point that, you know, the RPS is
supposed to be a portfolio. And there’s a lot -- it
seens, froman industry perspective, there’'s a | ot of
enphasis in the RFO bid eval uati on process on | east
costs.

And what we really need to do is nove forward to
integrating the best-fit piece on that. | think that’s
sonmething critical that may well have been m ssed.

And when we do that | think we -- we believe
that there needs to be a I ot of transparency of what the
best-fit criteria are.

The utilities certainly are in a position to
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identify in their RFGCs the unique characteristics that
t hey demand fromthe new resources, the products they' re
trying to buy, whether they’ re operational or
geogr aphic, and define those transparently, up front, so
peopl e can actually plan and bid to do that. And then
you' || get a nuch better product, people will see what’s
needed and, hopefully, in theory, that should help clean
out the queue at the SO to make the bottling and work
t here easier.

I’ ve thought about this a bunch and, you know,
this tension between the |1 SO queue and the PPA process,
|’ mnot sure there’s a nechanismto really discrimnate
about access to the |ISO queue, the interconnection
gueue, it’s what it is.

But there is a way to be nore discrimnating in
t he procurenent process by distinguishing exactly what
you want up front, so you don’t get so many projects
t hi nking that they’  ve got a project that’'s good, when it
isn't actually very viable at all. So, | urge that.

Secondly, | was struck by the narrative in the
docunent about distributed generation, particularly up
in the executive section, but then later.

As far as | can tell this Conmm ssion at |east,
or at least the staff are proposing that the definition

of DG is anything | ess than 20 nmegawatts, irrespective
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of where it’'s interconnected, the distribution |evel,
the transm ssion | evel, or anything.

It’s not clear to ne, when | read this docunent,
what the definition of DGis, but when | dug into it, |
t hought that’'s what it was.

Which is fine if that’s what the agenci es agree
is going to be the definition of DG and define what it
is to achieve the 12,000 negawatts of distributed
generati on.

The other issue that | -- that | saw, though,
was in the calculation of how you re going to achieve
distributed generation. In the Governor’s order,

t hought he was tal ki ng about additional DG and | believe
in the calculation there’s a bunch of existing, and the
difference is about 3,200, 3,300 negawatts, which is
significant.

It makes a difference whether that is new DG or
you're going to count old DGin the 12,000 goal because
it’s going to have ramfications for infrastructure
devel opnent, not only on the generation side, but on the
T&D side. And | think you need to -- we, as a State,
need to clarify exactly what we’re tal ki ng about there.

So, I'd just offer that up as an observation
that |1 got.

Secondly, related to generation devel opnent,
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|’ ve already nentioned the tension that |'ve w tnessed
over the years between the benefits of having |ots of
bi ds and the concern about project viability, and that
we get lots of people clogging RFO queues, permtting
gueues and i nterconnection queues, which is probably a
good thing fromthe conpetitive perspective, but if
they’re not viable it may be harnful, and it’s sonething
that I think we need to put sone attention to.

The other thing related to generation
devel opnment in the RFGs, though, that | wanted to bring
to your attention and | don't think the report addresses
this is the other problem froma devel oper perspective,
is the duration of tinme it takes to -- from when you
submt a bid to when it’s actually approved at the PUC.
It’s generally, now, about 18 to 24 nonths.

And what we’'re finding is the market often noves
away fromthose bids in one formor the other, or at
| east the perception does.

And what we really need to focus on is trying to
figure out a way to nove those negoti ated deals nore
qui ckly through the system so that there’ s not second-
guessi ng about what the utilities did, when they're
wor ki ng under good faith, there’ s not second-guessing
about what the devel opers can deliver and we can

actually nove to construction of these facilities in a
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nmore tinmely manner.

I don’t have an answer for that right now, but I
do think it’s sonething that the PUC has been wor ki ng
with and we need to work better to be able to nove those
forward as quickly as we can.

And then, finally, related to transm ssion. As
|’d noted this norning in one of ny corments, there’'s a
-- you know, the timng of infrastructure investnent,
particularly the transm ssion and distribution, is very
inmportant. It affects the viability of the generation.

| mean anybody who’s worth their salt is
probably not planning to actually turn dirt on new
generation if they can't get the power to market. So,
they need the transm ssion, they need to know that it’'s
going to be there.

There are lots of projects -- there’s only been
a few projects in the last 15, 20 years, as far as | can
tell, that are significant projects that have gone
forward. Sunrise, Tehachapi, Path 15. Al nost in every
case the utility noved forward in an aggressive manner
to do that.

Tehachapi, | think, was a great exanple where
they said, you know what, we’'re going to do this, and
they put the application forward, and they pushed the

application through, it got approved and they’ re getting
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it built. And that has proved very valuable in bringing
t hose resources out to serve consuners.

| recognize that we need to study transn ssion
pl anni ng and everything, but | think as Nancy indicated,
we know where a | ot of these resources are. And we know
where, particularly if we’re planning on expandi ng the
RPS goal s over the 33 percent by 2050, we know where
this transm ssion’s probably got to get built.

And | think we really need to focus on kind of a
| east or no-regrets philosophy on sone of these |ines,
give the authorization to the utilities and folks to
build these lines, and nove forward. And you w ||
probably find generation noving to those sites to
i nterconnect and fill that |line, even though you may not
see it right now.

In doing that it may be possible to replicate
what we did in the generation side on the |oading order,
to set a plan for transm ssion devel opnent where you
maybe focus, first, on expanding existing |ines, you
know, expanding the capacity on existing |lines and
getting that noving forward.

Secondly, expanding a transm ssion line within
an existing corridor, all before you nove to considering
new corridors. | don't know, it’s sonmething that |

throw out there as an idea, to think about how to
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structure the approach to devel oping the transm ssion
pl ans and noving forward with the applications in a nore
timely manner to get those built.

As | indicated this norning, for ne, if we don't
have the get-go on sone of these transm ssion |ines by
2015, at the latest, it’s hard to believe that they' re
going to get built in a tinmely manner to help neet a
2020 goal, and a lot of generation wll be stranded

because of that.

So, | throw that out there as sonething to think
about .

Comm ssi oner Weisenm | ler, you d asked, you
know, earlier, what about RETI, CTPG | was a
participant in RETI. | actually -- while it was pulling

teeth, at least it was transparent and open.

And I’'d have to say that while, you know, if we
can’t re-formRETI, it would be nice to see CTPG opened
up so that it’s nore transparent to nore parties, so
that there is a greater confidence that the work that’s
bei ng done in the bowels of the transm ssion planning
processes is sonething that is nondiscrimnatory.

So, you know, everybody who's participating in
CTPG as far as | know, cones before either this agency
or the PUC in one formor the other, for one thing or

anot her, and there ought to be a | everage point there to
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try to nove that and open up that issue a little bit
nore, and make the planning process nore transparent.

I think that would serve Carl Zichella's
interest in making sure that everybody’'s at the table,
and woul d serve ny interest to make sure that things are
bei ng done in a nondiscrimnatory manner.

So, | throw those out as ny thoughts.

CHAI RPERSON VEI SENM LLER:  Wel |, certainly, this
agency had a lot, with the PUC, to do with RETI being
established and starting. And | think what we were
struggling wwth | ast year was the question of, and
particularly fromthe | egislative perspective, was what
was the bridge to? You know, we could have done a
bri dge, maybe, to that becone the State -- you know, if
Cal -1 SO or CTPG had stepped in and said, you know, let’s
go through a process where ultinmately RETI becones that
st akehol der group that, you know, we certainly would
have tried to build out a way for that to be financially
vi abl e.

But once both groups, the Cal-1SO feels like it
has a pretty extensive stakehol der group, CIPG felt like
it was noving there or, obviously, in the last cycle
they relied upon it a lot.

But no one was prepared to say, yes, this is how

to really help our transm ssion planning process. And

CALIFORNIA REPORTING, LLC
52 Longwood Drive, San Rafael, California 94901 (415) 457-4417



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

232
to the extent we’'re the catal yst, you know, we could
march the horse to water, but not force himto drink.

So, basically, | think it comes back to, again,
for those Cal-1SO or CTPG particularly CTPG you know,
| ooking for -- | think there needs to be a stakehol der
process at sone point, some aspect. | don't care,
particularly, if it’s called RETI or what, but sonething
like that to help that planning process.

So, you know, again, | think certainly we're
struggling with that. Although, part of what | had
pi cked up was Order 100 was probably -- Order 1000,
there’s probably even nore reticence at this point for
it to be really a joint planning process, as opposed of

nore of a sharing of information between the | OUs and

POUs.

So, paradoxically, FERC maybe has hindered that
novenent .

MR, KELLY: Well, | think FERC, if I’ mthinking
of the same order, | think what FERC said was, okay, we

see you're relying on CTPG as a major input into your
transm ssion planning study, and that’s fine. But
there’s nothing to preclude that CTPG process from bei ng
nor e open.

CHAlI RPERSON VEEI SENM LLER: Wl |, | think the

issue, in part, is whether by having the joint planning
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process that that would then lead to cross-allocation
i ssues that maybe sone parties don’t want to see.
don’t know if nmaybe Gary, or Colette, to see if that
rumor is correct but --

MR, STERN. Well, another big elenent of Oder
1000, I mean people have referred to the utilities do
this, utilities do that, Oder 1000 throws that up in
the air because the road for -- associated with building
the transm ssion is gone and we have yet to see -- it’s
going to take a while before the 1SO and others figure
out exactly how they' re going to -- if they need to
nmodi fy their transm ssion planning process to satisfy
t he order.

So, internms of the timng and the process, |
think at |east fromour perspective, | think it is nore
uncertain now as a result of the order. You know, maybe
we'll get this stuff resolved over the next 18 nonths,
but the 1SO may feel differently.

We're certainly | ooking at greater uncertainty.

CHAlI RPERSON VEEI SENM LLER:  Yeah. Well, and |
think on the definitions, | nean | -- obviously, this is
afirst-time effort, on DG the definition. And so,
certainly, that’s sonmething which we’d certainly wel cone
comments on.

As you know, the Governor’s docunent refers to
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| ocalized electricity generation. Presumably, a CHP
proj ect under 20 nmegawatts would fit that, although
there’ s al so enphasis on renewabl es.

And at this point we're certainly |ooking nore
at the renewabl e part, although, as | indicated, the CHP
part ultimately is going to have to be integrated in,
although I"’'mwaiting to see what happens with the RFGCs
before we really tackle that issue.

And | think the next questionis, is it all on
the distribution side, or it on the transm ssion side,
or the substation?

And at | east one theory, and certainly happen to
get coments on it, is that just given the nature of the
i nterconnection cost that this is -- you know, a | ot of
the DGis nore likely to be connected on the
di stribution side, as opposed to the transm ssion side.

MR. STERN: Well, | thought -- that’s what |
meant .

CHAI RPERSON VEI SENM LLER:  But agai n, you know,
certainly those are comments.

And, you know, there was a pretty -- as -- you
know, as we were going through, trying to come up with
the general allocations, there was a very deliberate
choice to include the existing DG at the 3,000-ish

megawatts, didn’'t count that towards the 12.
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So, again, certainly people can conment on
whet her that was the right choice or not, but that was
in part dealing with it’s -- it was a pretty aggressive
goal. Be it 12, 9, or whatever, it’'s a pretty
aggressi ve goal one way or another.

MR. KELLY: And | just think, just to follow up,
| think what’s probably equally inportant -- | mean
everybody will comrent, | guess, but what’'s really going
to be inportant is clarity on what it is. Because
when -- because it does matter in the nodeling, and the
pl anning, and all the other stuff.

So, if it’s only going to be, you know, only on
the distribution side, and not on the transm ssion, or

it’s going to be renewabl es and CHP, or whatever it’s
going to be, it’s got to be clear what it is so that
peopl e can appreci ate and understand that and nore fully
conment on it.

M5. KERSTEN. |’ mjust wondering how arbitrary
t he nunber 20 nmegawatts is. It was a conveni ent
convention for RAM it’s a convenient convention for
i nterconnection policy, whether it applies at WDAT, or
Local 21.

But maybe the question is not what it is now,

but maybe what it should be in the future. So, | don’t

know i f we should be tied to this convention just
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because we’ ve used it for various prograns and it’s
convenient. So, | would kind of encourage, you know, a
definition that |ooks to the future, not just to the
past or what it is now.

CHAI RPERSON VEI SENM LLER:  No, | -- one of the
utilities, who happens not to be here now, has tried to
convince me that 80 megawatts on the transm ssion grid
woul d be DG which is a pretty big stretch in a couple

different directions.

MR. KELLY: Well, if it’s geographically
distributed, | guess 500 negawatts, you know, up in
Modoc County might count, | don’t know.

CHAI RPERSON VEEI SENM LLER:  Ri ght .

MR KELLY: You know, and it’s not clear -- |
mean, it’s not necessarily my policy, so | guess |I'm
asking the Governor’s Ofice, and the agencies that are
behind the policy to articulate what the policy is, or
what they want it to be, and if it is we want conmments
on this policy, that would be great. But right nowit’s
not clear to ne, so | don’t know what to comment on,
particul arly.

CHAI RPERSON WEI SENM LLER:  Yeah. Well, again,
actually we’ ve been asked to try to think through these
i ssues and devel op sone clarity as part of this process.

MR. KELLY: kay, that woul d be hel pful.
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CHAI RPERSON WEI SENM LLER:  So, certainly.

COW SSI ONER PETERVMAN:  Yeah, and I’'I|1 just, in
terms of specifically what one would comment on, for ne
the concern about whether is it six versus 12 negawatts
-- gigawatts, considering whether you’'re including
existing or not is are there discontinuities in terns of
t he amount of system upgradi ng you woul d have to do?

| nean if, for exanple, we know that we’ve
al ready got sone DG and the question is at one gi gawatt
are we facing distribution challenges, are you fine up
until seven and then there’s a big cost shift?

And so it’s nore conmmenting to the extent that
you know where sone of those -- where that m ght exist,
and sonmething we’'re going to be working on as part of
the inplenmentation strategies as well.

And one question directly for you, Steven, is in
terms of the natural gas plants that you work with has
t here been nuch di scussi on about bi ogas, about interest
in greater usage of it, concerns around it, anything you
want to bring to our attention as it relates to this
pl an?

MR. KELLY: Well, the one observation that we' ve
got is that it appears that you can use -- for RPS
pur poses, you can use biogas that's inserted into the

pipeline in Louisiana, if you can track it to
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California, but you can’t use biogas in California
that’'s inserted in California. That seens odd to us.
So, you know, there’ s that.

But beyond that | think there’s -- | don’t have
anything that I1'd say, now 1'Il talk around with ny
menbers and find out whether -- ny inpression is that
it’s not a -- you know, in ternms of in-state
devel opnent, there's -- the dairy stuff is kind of
occurring at small scale, and everybody’ s kind of doing
that. Beyond that, it’s limted application.

And now we're tal king about this inport stuff
and what’s it nean for RPS purposes.

COW SSI ONER PETERVAN: Wl |, one of the
guestions we do have teed up for the workshop next week
are what are sone of the issues related to in-state
devel opnment, and so to the extent you want to comment on
that after that workshop, the workshop notice is posted,
wel come your conmments.

You -- Steven raised the point, a nunber have
rai sed the point about the issue of best-fit, and
focusing on that area versus the |east cost. And |
would i ke it if someone fromone of the utilities, as
well as the PUC, or whoever wants to, can kind of just
tal k about where the status of that is and whether they

agree with these coments.
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MR. STERN: 1’1l start. | don't agree. | think
we do have an eval uation process that |ooks at the val ue
that is provided by the different resources. So, solar
isn't the sanme thing as wind, those issues are reflected
in the eval uation.

As far as transparency goes, the process shoul d
not be transparent to the market participants. W tried
t hat once before, it was called BRPU, an | don’t need to
rem nd everybody how big a failure that was.

There is transparency in how we do our process,
to the PRG which is a set of non-market participants
that get together and review what we do at every step of
the way, and we have an independent eval uator.

So, we have all the appropriate protections in
pl ace that have been working well. W are considering
the fit. It isn't just which is the |owest cents per
kil owatt hour, but what fits best.

W' d like to be able to continue to expand on
that as we go forward, as we |learn nore about
integration costs, so we can build those into the
process because they're not built in now, as a direct
conponent .

However, to the extent it’s possible, given the
rules that are allowed for us, we’'re already doing that.

M5. RADER. | have a question for you guys. And
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al so in response to Rich and soneone el se’s coments on
best fit.

In my viewwe’'re not, and | think you woul d
agree, we’'re not |ooking for renewables to serve al
needs, we’'re |ooking for the best fit of renewabl es
within the overall system And that gets to the idea of
using our existing grid resources to integrate
renewabl es. Renewabl es don’t have to serve thensel ves
all of those needs.

And | assune that’s how you do your analysis. |
woul d agree with Steven that we need -- we would like to
have nore transparency on how you go about doing that,
we coul d respond better in our bids that way.

But I did want to -- you know, | assune that,
you know, we’'re getting sonme serious conpetition from
phot ovol taic, so that’'s a good thing. And | assune
that, although the price is higher, they re w nning
because they provide the peak val ue.

And ny question is at sone point, when you have
several gigawatts of solar on the system doesn't that
decline, and are you accounting for that?

MR. STERN: It’s not at the point of penetration
where | think it’s making a big difference today. But
as | nentioned earlier, absolutely we're |ooking out at

the future.
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And if photovoltaics are going to continue to be
t he predom nant additional renewable resource, | nean
that’s not clear, then absolutely that woul d change the
| oad shape that we’re otherw se seeing, the residua
demand that we’'re otherw se having to face, and that
woul d change the val ues associated wi th having things
i ke peak.

I think I even nentioned, earlier, obviously
that will inpact things |i ke demand response prograns.
| f our residual demand peak, and | say residual denmand
because sonme of this is on one side of the neter, sone
of it’s on the other. There isn’t good term nol ogy,
yet, but | think you get the point that I'mtrying to
make.

I f that changes enough so that that’s starting
to occur at 7:00 p.m, rather than at 3:00 or 4:00 p. m
t hen, you know, sone of our denmand response prograns,
like air conditioner cycling, may be m splaced in terns
of their value to the system

We are thinking about all these things, we are
begi nning to do specific evaluation on these things.

And to the extent we do start to predict that
this is what the portfolio wll be |ooking Iike then,
yes, that would nmake it into the valuation process.

COW SSI ONER PETERVAN:  And I’ 1l just add, too,
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that Andrew MI1ls, at Lawence Berkeley National Lab is
doi ng sone research on this exact issue and, hopefully,
will come out with something soon that tries to get at
sone of the econom c anal ysis around that.

MR, FERGUSON: Let ne follow up. | nean as |
understand it, what you -- you say that you cannot tel
peopl e how you evaluate their bids, is that what you
sai d because of sone reason?

MR, STERN: Not the full, detailed process, you
know, what paranmeters do we use to evaluate things for
this period and that period.

Li ke | said, we’ve been through that process
before. If everybody knows exactly how their bid is
going to be scored then, as it turns out, you never can
pay exactly the way you eval uate and that nmeans gam ng
opportunities arise.

We had literally billions of dollars of gam ng
opportunities applied to us when we did that in the
past. And | would that even though it’s a long tinme ago
that we’ ve | earned sone of those | essons, that rather
t han havi ng people --

MR. FERGUSON: Ckay, | understand the BRPU and
how much you hated the BRPU. But unl ess people know
what you want, how can they offer you what you want,

don’t get it?
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MR. STERN: | think there is a fair anount of
i nformation out there about that.

M5. WNN:. Yeah, | nean every year for the
renewabl es we issue an RPS plan, there is a very
exhaustive solicitation protocol. W set forth the
criteria that we’'re going to evaluate the bids on, but
that it is at a high level. | mean, but there are a
vari ety of things.

It’s price, it’s viability, which includes
devel oper experience, bids, you know, how does it fit
with the rest of the portfolio? Are there environnental
justice issues, does it have transm ssion?

But we don’t people who are biddi ng how many
points you get if you have transm ssion upgrade cost of
| ess than X, or how many points you get for, you know,
sonme other criteria.

Because as Gary has indicated that woul d, you
know, give theminformation so that they could gane that
system

MR. FERGUSON. Let’s take a case |ike, you know,
maybe -- | nmean | hear all this whining about the
storage, so maybe sonebody conbi nes a storage project
with their bid, I nean do they know how you' re going to
evaluate that? |Is that worth sonething to you, is it

not ?
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| nmean it’s just sort of strange to ne. | nmean
| understand your fear of going back to the battle of
the BRBU t hing, but sonmehow or other | -- | nmean |I’'m
hearing all this whining about all this PV comng in,
and if that’'s not what you want, then there’s sonething
the matter with the process.

Now, Gary is saying, well, it’s not a problem
that is what they want, so then lets --

MR. STERN: Well, the system need, the economnics
will ultimately determ ne what we want and, you know,
that’s -- we're not trying to say we want this resource
versus that. Wat we want to say is, you know, if our
portfoliois as it is, and our demand is as it is, and
prices are as we predict themto be, then sone resources
are going to do better in this than others, and that’s
as it should be.

MR. FERGUSON: You' re not going to tell them
ahead of tinme what you want?

MR. KELLY: See, | think the nut of it is, the
probl em the secondary and tertiary effect is that you
get lots of bids, conpetitively you |ove that, but ny
observation is it takes 18 to 24 nonths to go fromthe
RFO to a bid approval and the market’s noved around.

So, you know, if you didn’t have 50,000 projects

to evaluate and you only had 20,000 projects to
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eval uate, it mght help you.

And the sane with the | SO queue, that there
woul dn’t be as nmany people that are canping in the | SO
queue, holding a position, if they understood that their
project in Mddoc wasn’'t worth anything to anybody
because it doesn’t have the six things you want, which
is RA value, blah, blah, blah, and it wouldn’t win a
bi d.

That just strikes nme that that’s the way it

woul d play out.

MR. STERN: | guess I'd say | think the
single -- | don’t think the evaluation process takes
very long, actually, | think our RFO processes have been

wor ki ng quite well.

However, if you wanted to point out the single
thing that probably takes the nost in terns of the
actual evaluation process, it’s determ ning what the
transm ssion costs are, and we couldn’t give you those
in advance even if we wanted to, because we’ re not going
to know what they are until we see all the projects, and
we can evaluate them and their locations. And those
studies can’'t be done in advance so there’'s, you know --

CHAI RPERSON WEI SENM LLER:  No, | was just going
to say it struck ne the biggest, biggest problem we had

is that you don’t know the cost and you don’t know the
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timng, so because of the uncertainty on the
transm ssion. So, soneone is bidding a price, saying,
will deliver power to you at X but, you know, presumably
X woul d be nmuch different if they knew they were
delivering it in 2018, or 2016, or 2014, and what the
transm ssi on costs were.

But, again, how you get that part of the puzzle
nail ed down, | haven't figured out.

Wel |, again, sone solve bids, and then they
di scovery they’'re interconnected at point Y, and that
even falls as a transm ssion upgrade, which then has to
go through the CPCN process and, you know, it’s going to
cone online in whatever, 2018.

MR STERN:  You know, when we look at it from
the big picture perspective what you' re hearing fromthe
utilities is the process is getting very conpetitive.

W' re getting nore bids each tine, the bids are starting
to | ook better than they have been in the past and
things are | ooking really good.

And so it doesn’'t seemlike, fromthe
perspective of protecting our custoners, it’s time to
throwit all out and say this doesn’'t work, let’s find
sone process which nmay not be so good.

MS. WNN: And | think one of the --

MR. FERGUSON: As long as you' re getting what
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you want, | mean, so no nore whining about what you're
getting.

M5. WNN:. But | think part of the chall enge,

t hough, becones -- you know, for us, we have the first
solicitation in about two years underway. So | think in
that tinme, since we had our last solicitation in 2009,
and the one that we issued in June, there were a | ot of
peopl e who were comng into the market and trying to get
a head start on sone of these processes, like

transm ssion, like distribution interconnection.

And because there wasn't a solicitation for so
|l ong there was no, | guess, signal to the market that
you' re not in a good spot, or this isn't going to work.

So, | think now that we’'ve had this solicitation

and, you know, we’ve got sone ot her avenues for

contracting that will be comng up as well, m ght
help to -- I don’t know, Steve, will it help to -- you
know, to weed out the queue sonmewhat? | don’t know t hat

there’s any easy answer there.

MR KELLY: Yeah, | think we have the same
interest in reducing the queue, in reducing the anount
of failed projects or contracts. | nean, | share those
interests with you, I'mtrying to figure out a way that
gi ves you a higher level of quality bids. And | think a

little nore information up front would be hel pful.
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M5. WNN:. Well, and | think --

COW SSI ONER PETERVMAN:  But you’ ve had your hand
on the trigger, | feel, for a while, on that m crophone
do you want to step in there?

M5. FITCH | just want to comment on -- | think
| agree with Gary to the extent that | think there is a
very sort of rigorous evaluation process that we get the
benefit of seeing, as staff at the PUC, and we use a | ot
of that information in terns of our recommendations for
approvi ng or denying contracts.

But and | also agree that it’s a process that
has changed over tinme and w |l change over tine
depending on the m x of resources.

The part | probably disagree with a little bit
is | think there is a fair distance in transparency
ternms between where we are, now, and the BRPU process.
| think we could probably get a little nore transparent
wi t hout sort of, you know, risking those worst-case
scenari 0s.

The one piece that we struggle with, when we
review all the contracts, is there’s the parts of the
val uation that are quantifiable and then there’'s parts
that really aren’t, but we know there’ s val ue there,

i ke diversity, inherently, it’s good to have a m x of

di fferent technol ogi es.
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But where is that balance, what’'s the right
amount of each? It’s hard and we don’t have netrics for
doing that, so | think we could get better at that part.

CHAI RPERSON VEI SENM LLER:  Yeah, and | was goi ng
tosay | did -- | gave a talk, recently, of one of your
ex- conm ssioners, who will go unnaned, but who's
responsible for a lot of the confidential information
regs, and she proceeded to criticize the 1SO s
eval uation of the, you know, independent transm ssion
sayi ng, you know, there was no idea of what was goi ng
on.

I was looking at -- at least that table, after
it was done, listed, you know, what it thought the cost
and benefits were, but |I’mnot seeing, again, after-the-
fact, that type of sunmary on the generation side. And
when we pointed out the contracts she said, yeah, the
PUC shoul d open up things nore.

But again, | understand now not a BRPU type of
thing, as nmuch as the wap-up of what happened.

MR. STERN: Just one comment on diversity, since
all of our discussion today seens to have been about
wind or solar. The reality of the situation is that as
we sit here today |'mpretty sure the |argest energy
conponent of our portfolio, of renewabl e resources

today, is geothermal. So, | don't think it’s a |ack
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of -- as nuch lack of diversity as this discussion seens
to be inplying.

COW SSI ONER PETERVAN:  Are you seeing
geothermal bids into the system now, into your RFGCs,
now?

MR. STERN: There may not be that much
increnental, but | certainly have yet to hear that our
obj ective ought to be increnental diversity, as opposed
to total diversity.

COW SSI ONER PETERVAN: | wi Il say, though, that
t hrough the G RDA and through Pl ER we have been funding
nore exploratory studies into geothermal resources.

So, if in a few years you don’t see nore
geothermal, 1'd Iike to know that.

M5. KOROSEC. All right, that was a very good
di scussion. Are there any other questions on this
particul ar area?

W do have one, at |east one public commenter
who' s indicated he wi shes to speak. ©Ch, |I'msorry,
there’s two.

So, first, we have Ray Pingle, please, from
Sierra C ub.

MR, PINGLE: Afternoon, Commi ssioners, Ray
Pingle, Sierra Club California.

Sierra Club will be commenting on a nunber of
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issues in witing, but just wanted to highlight one in
nmy verbal coments today.

And, again, we also would |like to congratul ate
you and the staff on this excellent conprehensive report
as a great starting point to get a good actual strategic
pl an.

Dependi ng on what is and isn’'t in this 12,000
megawatts, there’s going to be, let’'s say, 6,000
megawatts of new DG that’s not covered by any paynent
mechani snms that we’re aware of right now.

And we think that a feed-in tariff could play a
maj or role there.

And while the staff report does nake bri ef
mention of feed-in tariffs, we don't believe that it
really highlights the crucial and very inportant role
that feed-in tariffs could play in paying for this new
DG and allowing the State to reach its objectives.

You know, three of the top four |argest
economes in the world now have FITs. China has FITs,
Japan just announced a 30, 000- negawatt renewabl e energy
program by 2020, funded by FITs. And, of course,
Germany is the world leader in FITs. Only the U S
doesn’t have FITs.

W’ ve got Ontario, Canada, about 18 nonths

i npl enented their FIT program it’s been phenonenal |y
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successful. You can go out and | ook at what’'s actually
been permtted, installed, and they’ ve got -- and they
have a backl oad because they' re fl ooded with
applications, as well.

June of this year, the Governor of Rhode Island
just signed off on a bill for -- it’s a very nodest
feed-in tariff program but it’s designed such that it
t akes advantage of the recent FERC rulings on how you
can structure a nulti-tiered FIT program

So, why are all of these -- and there’'s -- you
know, and | could go on and on. There’s accel erating
adoption of FITs in jurisdictions worldw de. Wy are
they doing that? 1t’s because they work in rapidly
installing renewabl es and it’s because they’ re cost
effective.

So, you know, and of course what is a proper
FIT? | was in this roomin Decenber of 2009, when KENA
and others were here presenting to the Conmm ssion on,
wel |, what kind of recomendation should we nmake on a
FIT? And they recommended and you all adopted option
six, right, which is a cost-plus reasonable profit-based
pricing structure, with long-term typically 20-year
contracts, with a nust-take standard offer contract and
wi th expedited interconnection.

So, that’s what a best practices, froma
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wor | dwi de perspective, FIT is.

Now, California, of course, is nibbling around
t he edges doing all these non-FIT prograns that we call
FITs. They're marginally effective.

| think the RAM programis a step in the right
direction, | think it’s helping the |arger-sized DG
projects, but it’s leaving the small- and the medi um
sized potential projects in the dust.

And | think a well-designed feed-in tariff
program can address sone of the things that have cone up
t oday.

For exanple, Julie tal ked about a renewabl e
portfolio standard, a diversity of renewabl e energy
sources. Sierra Cub California supports a diversified
portfolio. W need geothernmal, and bi onmass, biogas,
hi gh- capacity renewabl e resources to hel p bal ance and
provi de base load with sone of the intermttent
resources, so a feed-in tariff can do that.

A feed-in tariff can also -- you can do little
adders or subtractors. So, for exanple, if we want to
give price signals working with utilities, then
utilities say on these distribution grids, this is where
we can nost cost-effectively and quickly absorb sone
nore DG so let’s give another half-cent per kil owatt

hour for those locations. And if we want, let’s
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subtract a half-a-cent kilowatt hour for that facility
out in the boonies, at the end of this long Iine, so
that we can hel p nanage the process.

So, it’s a conbination of planning, as well as
mar ket .

Now, | think that, you know, so why haven't FITs
been adopted? Well, when | talk to people they think
it, they say it, they whisper it, well, it’'s because
FITs, we all know that FITS are subsidies and they
greatly increase the cost of renewabl es.

And that is so ancient -- ancient-history
thinking, and it’s just been disproven over and over
agai n.

Deut ch Bank came out with a report, | think a
coupl e of years ago, where they were strongly supportive
of feed-in tariffs, because feed-in tariffs provide TLC,
transparency, |longevity and consistency, and that
reduces the cost of financing, which is critical.

And | don’t know if the banks need any nore TLC
t hese days, but the investors do.

So, anyway, that objection, that myth can be
di spel | ed.

Anot her one is, you know, well, how do you set
the prices right, you know, it’s either too high or too

| ow?
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And the CEC has, you know, | think world class
capabilities with the every-two-year LLI’'s cost-of-
energy report that you all do.

And, certainly, the PUC has expertise in this
area, there are many contractors that work with both
agenci es, KEMA, E-3, Black & Veatch, you can go on and
on that can do this. So, to ne, that’'s not a concern

And the only technology that’s a little hard,
sonetinmes, is PV because it changes so quickly. But
there are proven nethods that have been used gl obally,
t hat can manage an inaccurate guess in ternms of PV
prices going down too quickly, or not quickly enough.

So, our request to the Conm ssion would be, as
you continue devel oping the report, really take a | ook
at how feed-in tariffs can play a ngjor role in paynent
to bring up these new DG itens.

And | would al so recommend that the staff go
back and | ook at sone of those KEMA studies, |ook at
ot her research projects to just head on address sone of
t hese nyths, sone of these objections that people may
have to feed-in tariffs, and address themw th objective
i nformati on today.

So, that’s ny request, thank you very nuch.

COW SSI ONER PETERVAN:  Thank you. And | will

say that | think the report does highlight the KEVA
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Study recommendations that were provided to us before,
and we’ Il go back to that.

MR. PINGLE: Great, thank you. Thanks.

CHAI RPERSON WEI SENM LLER:  Yeah, thank you. |
mean, obviously, | think this Comm ssion has had a stand
in the previous EPRs on feed-in tariffs. | think that
seened to have gotten into a stal enate between utilities
threatening to sue and the PUC came up with a -- |I'm
going to characterize it as the RAM approach, as a way
to get sonething done, as opposed to litigation.

| don’t know how many people would argue it’s a
perfect approach, but it is inplenentable at this stage.

COW SSI ONER PETERVAN: 1’11 al so agree that we
do have excellent staff expertise across the State to
t hi nk about what the right |evel of design will be, but
we don’t have fortune tellers.

So, | think one of the challenges is that we're
never going to get it exactly certain, and so working
with that framework that you’ ve suggested about trying
to understand, or at |east have closer to certainty
about the cost would be good.

M5. KOROSEC: All right, next we have R ck
Br own.

MR. BROAN: Thank you. Conmi ssioners,

Panelists, ny name is Rick Brown, |I'm President of Terra
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Ver de Renewabl e Part ners.

And I’mcom ng here with a couple of hats, a
coupl e of respects, and the first one is | spent a good
part of ny career, alnost 30 years as strategic planner,
and | worked a lot wth cities, and school s and
counties, but also with State agencies, including
facilitating strategic plans for the State Treasurer’s
O fice, Cal PERS and Cal STERS.

And so | want to coment a little bit on the
process here, and one of the things | want to reiterate
is what M. Kelly and I think, |I’mnot sure of your
name, well, the gentleman over here tal ked about in
terms of being focused and bei ng proactive.

From doi ng, you know, nultiple, multiple
strategi c plans over many years, the biggest danger is
| ack of focus, that you're not -- you don’'t center on
the hard choices that are in front of you

And that is both a substantive issue, figuring
out what are the key issues and maki ng sure you're
putting the attention on those, but the other piece of
it is |eadership.

Strategy cones fromthe Geek word “strategos,”
whi ch neans “the art of the general.” And w thout
| eadershi p, without -- sonebody tal ked about sticking

your neck out and really putting your stanp on what the

CALIFORNIA REPORTING, LLC
52 Longwood Drive, San Rafael, California 94901 (415) 457-4417



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

258
focus needs to be, and what the direction needs to be,
it’s going to be a neani ngl ess exerci se.

So, | encourage you to take that perspective in
how you | ook at these issues because they are critically
inportant to the State.

The other hat |I'’mwearing is somebody who works
with cities, counties and schools hel ping themfigure
out whether it nmakes sense to inplenent solar -- solar
PV, and ot her kinds of energy-saving projects.

And in doing that, the single nbst expensive

light itemis, obviously, the cost of capital. And so
this is the area that -- while | cane prepared to talk
about multiple issues, | got to practice what | preach

and 1" mgoing to focus specifically on the financing
issue, and I'll put ny other coments in ny witten
subm ssi on
So, | think that the single-best way to expand
t he production of renewable energy in California,
economcally, is to bring down the risk prem umthe
capital markets place on project finance.
Traditionally, capital nmarkets wait until there
is a broad and deep track record of asset performance
t hat nmeet expected underwiting -- underwiting
expectations before they adjust or reduce those risk

prem unmns.
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But the need to address clinate change and
energy security demands -- energy security issues
demands that we find ways to accelerate this traditional
tinmeline.

One of the tools in California s arsenal is the
bully pul pit that our public enployee retirenent
systens, especially Cal PERS, have within capital
mar ket s.

Over the last 20 years Cal PERS has been one of
the maj or thought | eaders in the investnent world, both
qui etly and not-so-quietly conveni ng neetings, foruns,
and board workshops, particularly their asset allocation
wor kshop, that conmmands the attention of the |eading
i nvest ment managenent firns in the country to exam ni ng
energi ng i nvestnent trends and opportunities, and
readj ust the thinking about how these assets are
underwritten.

So, what | want to put forward as ny nmjor
recommendation, as part of your strategic planning
process, the CEC should reach out to Cal PERS, Cal STERS,
maybe sonme of the other |arge public enployee retirenent
systens in the State, the |ocal ones, to explore ways to
accel erate the dissem nation of renewabl e asset
performance data and use this thought-I|eadership status

that, frankly, you guys have al so, to begin to nove and
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accelerate the way in which these asset screens are
| ooked at.

And so | guess ny last point is there was a | ot
of discussion early on that was a little discouraging to
me around we have plenty of tinme, let’s not rush, and so
forth. And | understand timng is a Catch-22 issue
unl ess you have -- but unless you nove forward quickly
you’'re not going to capture or you re not going to
create those econom es of scale that |ower the overal
under|lying cost of these inplenentations and create that
track record that noves the ball forward in terns of how
the investnent world | ooks at these -- at these assets.

So, | want to, frankly, tell you, you need to
take the opposite direction of what we heard fromthe
utilities and actually accel erate nore quickly because
we are running out of tine.

And the tinepiece that has not been tal ked about
today is the climte change tinmepiece. You know, in a
week when we’ve got, you know, a fire the size of
Connecticut in Texas, and we have floods in the
nort heast that basically have, you know, destroyed towns
and qui ck created evacuations of a hundred thousand
peopl e, we cannot be tal king about slow ng down the
process of inplenenting these strategies.

So, | encourage you to take that |eadership and
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to put that focus on noving the ball down the field.
Thank you.

CHAI RPERSON WEI SENM LLER:  Thank you. Anyone on
t he phone?

M5. KOROSEC. No, we don’t have any commenters
on the phone, so that would be it for public conment.

So, if there’s nobody else in the roomwho wants
to say anything, | just want to rem nd fol ks that
witten cooments are due close of business on Cctober
5" and the instructions for how to subnit those are on

our website.

CHAlI RPERSON VEI SENM LLER:  Thank you. | think
we’ ve had a good session today. | think, again, sort of
nmoving forward fromhere we’ll have anot her event

probably in early Novenber, sort of working through the
pi eces on timng, which will focus nmuch nore on
recommendati ons, and sort of the tightened up executive
sunmary.

And while that’s going on, we'll be taking your
comment s and havi ng our technical editor going through
this docunent, and paring it down some, and shar peni ng
it up sone.

But, anyway, then we are hoping to, about that
stage, | think that we may see stuff from UCLA

conference in Novenber. So, anyway, to try to pul

CALIFORNIA REPORTING, LLC
52 Longwood Drive, San Rafael, California 94901 (415) 457-4417



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

262
t oget her the pieces between this technical docunent, the
UCLA docunent, and al so | ooki ng much nore at, you know,
what are the appropriate actions.

So, certainly in your comments, the nore you
can -- again, this goes to a |lot of issues and what we
really need to do is figure out what are the top four or
five things that we need to be doing, as opposed to
here’s the 20 things we can do in each of the areas to
try to provide sone focus on this.

COW SSI ONER PETERMAN:  Yeah, and just to,
again, toreiterate what the Chair nentioned earlier
this norning, we’'ll then take those -- our high-I|evel
action itens and strategi es and del ve down into nore
i npl enentation strategies towards the end of the year
and the beginning of next year as well. So, there wll
be a couple of tinmes to address this issue.

But I’ve found this incredibly informative as we
try to nove forward. And we’ll be distributing
sonet hing in advance of the next workshop for you to
comment on, and | promise it will only be 334 pages.

(Laught er)

CHAlI RPERSON WEI SENM LLER:  And | was going to
say, one of the things which we’ve both tal ked about is
really what we’d like to do is to engage all the parties

in devel oping the actions -- the priorities, the
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actions, and the overall strategic plan.

COW SSI ONER PETERVAN:  Yeah, | think based on
t he feedback we’ve gotten so far, and just the fact that
we’' ve all been engaging in this conversation over the
| ast few years, we’ll be able to identify the key, high-
| evel strategies where we focus.

And then, particularly, as we go into
l[imtation, and it’s going to involve all of you doing
sonething. It’s hard to say inplenentation things when
you' re not the one who has to inplenent them So, we'll
definitely be | ooking for stakehol der feedback in that
process, as much as any other part of what we’re doing.

M5. WNN:. | did have a quick question as to the
tinmeline you' re tal king about, how does that affect the
| EPR schedule, as it’s currently set forth, with the

final report by the end of Novenber and a draft in

COct ober ?

CHAI RPERSON WEI SENM LLER:  Well, it will be
pushed back. | nean as we sort of -- as we | ook through
all the pieces and see what fits, | nean certainly we're

going to push for an | EPR adoption around the end of the

year, obviously trying to avoid everyone huddl ed here on

Chri stmas Day, or whatever, or staff working on stuff.
So, as | said, as we’'re working through we’l

get a revised schedule out. But, basically, we thought
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it was inportant to really slow down a little bit, have
t he opportunity for everyone to digest this report and
then thi nk about the next steps, as opposed to just
trying to push sonething out.

You know, obviously, we’'re trying to do things
fast, but | think this is a tine that was needed to have
nore of an opportunity for consensus to devel op.

COMM SSI ONER PETERVMAN:  And the nore detail ed
i npl enentation strategies will be a part of the 2012
| EPR process, and so there is sone overlap or
continuity, as |I'd rather say.

M5. WNN:. Ckay, thank you for that.

CHAI RPERSON VEEI SENM LLER  Anyt hi ng? Ckay.
Wel |, again, thanks for your contributions today. And
we have a |lot of work to do, but I think we’'ve taken a
maj or st ep.

(Ther eupon, the Wbrkshop was adj ourned at

5:04 p.m)

--000- -
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